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Mr.  Edward  J.  Logue 
Development  Administrator 
Roston  Redevelopment  Authority 
City  Hal  1  Annex 
Boston  8,  Massachusetts 

Dear  Mr.  Logue: 

In  accordance  with  the  provisions  of  the  contract  entered  into  by  the 
City  of  Boston  and  the  undersigned  firm,  we  respectfully  submit  our 
reuse  appraisal  of  the  Boston  Government  Center  Renewal  Project.   This 
appraisal  covers  16  individual  disposition  parcels,  identified  by  number 
on  the  map  attached  to  this  letter.   The  findings  of  the  reuse  appraisal 
with  respect  to  the  reuse  values  for  each  parcel  are  presented  in 
tabular  form  in  an  attachment  to  this  letter. 

The  reuse  values  established  in  the  report  are  as  of  March  1,  I963 
It  must  be  emphasized  that  the  stated  reuse  values  are  intended  primari  ly 
as  a  guide  for  the  Local  Public  Agency  and  that,  wherever  the  reuse 
value  is  stated  in  a  range,  the  mininiiim  price  of  that  range  is  considered 
the  reuse  value. 

Within  the  project  plan,  there  were  several  specific  land  uses  identified 
for  appraisal  in  the  plan.   These  were:   (I)  general  office;  (2)  motor 
hotel;  (3)  general  business;  (4)  government  office  or  Institutions; 
(5)  publ ic  parking  garage.   Both  appraisal  of  cleared  land  and  struc- 
tures to  be  rehabilitated  are  Included. 

In  the  appraisal  of  those  properties  designated  for  resale  to  private 
developers,  the  established  reuse  values  are  the  result  of  review  of 
recent  transactions,  development  of  land  residual  analyses,  and  a  series 
of  adjustments  made  after  consideration  of  the  general  controls  and  re- 
quirements of  the  urban  renewal  plan  plus  the  specific  controls  applica- 
ble to,  and  the  individual  characteristics  of,  the  reuse  parcels. 

in  those  areas  involving  sale  to  public  bodies,  the  appraisal  was  carried 
out  on  the  basis  prescribed  by  HHFA  regulations.  This  involved  an  ap- 
praisal of  the  parcel  on  the  assumption  of  sale  to  private  parties  for 
the  most  suitable  and  compatible  alternative  land  use  for  private  develop- 
ment . 
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In  reviewing  the  plan,  your  appraiser  has  also  considered  the  general 
investment  climate  and  the  marlcet  for  office  space  in  the  Boston  area. 
This  task  was  somewhat  clouded  by  difficulties  in  ascertaining  meaning- 
ful past  experience  in  the  office  construction  market.   However,  recent 
changes  in  the  local  property  tax  situation  have  changed  the  complexion 
of  the  office  building  market,  and  in  the  opinion  of  your  appraiser,  this 
change  represents  a  potential  catalyst  for  the  stimulation  of  a  latent 
market  demand  for  office  space,  even  of  the  magnitude  proposed  in  the 
project  plan. 

Your  appraiser  has  reviewed  the  plan  as  described  in  the  Government 
Center  Renewal  Plan,  dated  September  20,  I9624r.  In  almost  all  respects 
it  is  felt  that  the  plan  as  presented  meets  the  specifications  and 
requirements  established  by  the  Local  Public  Agency.   However,  there  are 
several  minor  factors  which  we  feel  might  merit  some  modification  if 
resale  is  to  be  accomplished  with  a  minimum  of  delay.   For  the  most 
part,  the  items  to  be  described  should  not  prove  detrimental  to  project 
resale;  however,  they  are  considered  worthy  of  consideration  by  the 
Local  Public  Agency  at  this  time. 

1.  Parcel  No.  9  is  designated  for  office  use.   It  is  entirely  land- 
locked within  the  plan  as  it  now  appears.   While  access  is  afforded 

by  two  pedestrian  ways one  providing  a  direct  connection  to  State 

Street,  the  second  providing  access  to  Government  Center  Plaza — no 
vehicular  access  is  provided  either  for  deliveries  or  for  tenant 
entrance.   Recognizing  that  the  parcel  does  represent  a  very  likely 
addition  to  either  of  the  two  abutting  buildings  which  are  to  remain, 
the  lack  of  service  access  substantially  reduces  the  market  for 
resale  to  other  parties  and  therefore  the  price  could  suffer  sub- 
stantially, perhaps  disproportionately,  to  the  values  which  could 

be  generated.   Your  appraiser  believes,  therefore,  that  some  provi- 
sion should  be  made  for  access  to  the  parcel  to  allow  it  to  represent 
a  reasonable  attraction  to  a  wide  variety  of  developers  at  a  price 
consistent  with  the  nature  and  type  of  development  proposed.   It  Is 
apparent  from  the  plan  that  whatever  modifications  are  made  would 
still  leave  the  parcel  at  some  substantial  disadvantage.   However, 
there  is  no  apparent  need  to  reduce  the  parcel's  attractiveness  as 
a  reasonable  location  for  a  building  of  the  magnitude  proposed,  to 
the  extent  now  probable. 

2.  Parcel  No.  2  includes  a  substantial  portion  of  land,  in  a  sense, 
"wrapped  around"  the  existing  Bell  Telephone  and  Telegraph  Building. 
While  the  urban  renewal  plan  specifically  prohibits  building  in 


*  As  amended  by  I .  M.  Pei  S-  Associates  letter  of  February  28,  1963.  re 
Parcel  8. 
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front  of  the  existing  structure,  it  is  noted  that  the  controls  for 
all  parcels  are  in  effect  for  kO   years;  and  the  question  therefore  j 
arises  as  to  the  disposition  of  this  land  upon  expiration  of  the 
project  controls.   We  believe  consideration  should  be  given  to 
solution  of  this  problem. 

3.   in  parcels  involving  rehabilitation  of  existing  structures  the 

appraisal  technique  has  necessitated  deriving  a  statement  of  estimated 
costs  in  order  to  bring  the  property  up  to  the  specifications  out- 
lined in  the  plan.  Any  substantial  variation  between  estimated  costs 
and  actual  costs  or  costs  required  by  the  LPA  of  prospective  developers 
could  substantially  alter  the  resale  value. 

k.     Several  buildings  within  the  project  area  are  designated  to  remain 
after  project  completion.  The  plan  indicates  that  several  will 
require  modification  by  the  present  owners  to  meet  the  plan  speci- 
fications. Should  the  present  owners  not  meet  the  plan  requirements 
and  condemnation  and  eventual  demolition  or  resale  for  an  alternative 
use  be  undertaken,  then  the  values  of  abutting  or  adjacent  parcels  are 
subject  to  review  and  possible  modification. 

5.  Appraisal  of  Parcel  8  has  been  based  on  the  published  controls  as 

modified  by  February  28,  I963  comments  of  I.  M.  Pei  &■   Associates  with 
regard  to  the  desirable  building  configuration.   It  has  been  assumed 
that  these  comments  will  be  interpreted  as  project  controls  in  con- 
formity with  LPA  letter  No.  249,  dated  August  20,  1962.  Deviation 
from  the  Pei  comments  would  cause  a  variation  in  parcel  reuse  value. 

Subject  to  the  suggestions  stated  in  the  preceding  paragraphs,  the  reuse 
values  for  the  parcels  of  Government  Center  are  indicated  on  the  enclosed 
tabulation  and  are  identified  on  the  facing  map. 

We  have  recently  been  informed  that  the  Boston  Redevelopment  Authority 
Is  and  has  been  in  the  process  of  negotiating  with  the  Federal,  state, 
and  city  governments  for  the  sale  of  Parcels  1.  4,  5*  and  6.  We 
further  understand  that  general  agreement  has  been  reached  as  to 
respective  sale  prices.  The  parcels,  their  uses,  and  prices  aro   quoted 
below: 
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Tentative 
Parcel  Prospective  Purchaser  Price 

Parcel  1  State  of  Massachusetts  $1,750,000 

State  Service  Building 

Parcel  4  City  of  Boston  $  820,000 

City  Parking  Garage 

Parcel  5  United  States  Government  $1,200,000 

Federal  Office  Building 

Parcel  6  City  of  Boston  $  900,000 

City  Hall 

Based  on  the  accompanying  appraisal  conducted  according  to  standard 
reuse  appraisal  techniques  in  line  with  HHFA  procedures,  the  prices 
negotiated  for  the  subject  parcels  appear  to  represent  fair  reuse 
va I ues . 

The  undersigned  firm  does  not  have  any  interest  (including  that  of  real 
estate  agent  or  brol<er) ,  direct  or  indirect,  present  or  prospective, 
of  any  kind  in  any  of  the  land  in  the  project  area,  or  in  the  sale  or 
disposition  thereof,  or  in  any  other  interest,  whether  or  not  in  con- 
nection with  said  property,  which  would  conflict  In  any  manner  or 
degree  with  the  performance  of  the  services  and  the  submission  of  an 
impartial  report  and  has  not  employed  and  will  not  employ,  In  connec- 
tion with  the  services  to  be  furnished,  any  person  having  such  interest; 
1   and  until  the  project  land  Is  acquired  by  the  Local  Public  Agency  or 
\»   excluded  from  its  project  or  projects  by  resolution  of  its  governing 
body,  the  appraiser  and  any  employees  of  the  appraiser,  so  long  as  they 
are  employed  by  the  appraiser,  will  not  acquire  any  interest  in  the 
project  area  and  will  not,  for  their  own  account  or  for  others  in  the 
Local  Public  Agency,  negotiate  for  any  of  the  land  in  the  project  area, 
perform  services  in  connection  with  said  land,  or  testify  voluntarily 
as  a  witness  in  any  proceeding  with  respect  to  such  land. 

Respectfully  submitted, 

SMITH  6.  COMPANY 
Attachment 
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SUMMARY  OF  REUSE  VALUES 
GOVERNMENT  CENTER  RENEWAL  PROJECT 


Primary  Land  Use   Alternate  Land  Use'" 

Public  Office      General  Office-Commercial 

General  Office 

Parking-Open  Space 

Parking-Open  Space 

Parking  Garage     Open  Private  Parking 

Public  Office      General  Office 

Public  Office      General  Office 

Motor  Hotel-Office 

General  Office 

General  Office 

General  Office 
(Total  Clearance) 

General  Office 


janeral  Off 
(.Rehab  i  I  i  t 


at lony 


Ded  i  cated  Publ  ic 
Space 

General  Office 

General  Office 

General  Office 


(Total  Clearance) 
(Part  i  a  1  CI earance) 


General  Business    (Clearance) 
General  Business    (Rehabilitation) 
Genera  1  Bus  i  ness 


Reuse  Pr  i  ce 
Per  Square 
Foot  of  Land 


$  7.00 
$  1  .00 
$  1  .,00 
$  ^.17 
$  5.50 
$  7-25 
$10.20 
$35.00 
$10.75 
$13.10 

$1  1  .58** 


$  1  3  .  75 
$16.96 
$1 1  .00 
$  6.50 
$1^4.09** 
$5.75 


Parcel 
S  i  ze 


3,600 
2,798 


Reuse  Pr  i  ce 


369,503    $1,650,000 
13^.665   $   9^+2,665 


$    3,600 
$    2,798 


1»7,097  $   795,785 

198.529  $1,091,910 

123,632  $  896,332 

83,897  $  856,167 

31,850  $1,11^,750 

1^,841  $  159,5^1 

23,067  $  302,178 

23,067  $  267, 31^+ 


79,022  $1,086,552 

26,000  $  440,960 

12,000  $   132,000 

17,300  $   112,450 

17,300  $   243,740 

8,760  $   50.370 


*  Public  use  parcels  only. 
**  Average  of  two  portions. 
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SUMMARY  OF  REUSE  VALUES 


GOVERNMENT  CENTER  RENEWAL  PROJECT 


1 

2 

3a 

3b 

k 

5 


Primary  Land  Use   Alternate  Land  Use'" 

Public  Office      General  Of  f  i  ce-Coiiimerc  ia 

General  Office 

Parking-Open  Space 

Parking-Open  Space 

Parking  Garage     Open  Private  Parking 

Public  Office      General  Office 

PuDlic  Office      General  Office 

Motor  Hotel-Office 

General  Office 

General  Office 

General  Office 
(Total  Clearance) 

General  Office 
V.Rehab  i  1  i  tat  iony 

Ded  i  cated  Pub  1  i  c 
Space 

General  Office 

General  Office 

General  Office 


(Total  Clearance) 
(Part  ia 1  CI earance) 


General  Business    (Clearance) 
General  Business    (Rehabilitation) 
General  Bus  i  ness 


Reuse  Price 

Per  Square 

Parcel 

Foot  of  Land 

S  ize 

R 

euse  Price 

369,503 

$1 

,650,000 

$  7.00 

13^.665 

$ 

9^2,665 

$  1  .00 

3,600 

$ 

3,600 

$  1  „00 

2,798 

$ 

2,798 

$  ^+.17 

1»7,097 

$ 

795,785 

$  5-50 

198,529 

$1 

,091  ,910 

$  7-25 

123,632 

$ 

896,332 

$10.20 

83,897 

$ 

856,167 

$35.00 

31,850 

$1 

,ll'+,750 

$10.75 

]k,8k] 

$ 

159, 5^+1 

$13.10 

23,067 

$ 

302,178 

$1  1  .58** 

23,067 

$ 

267,31^ 

$13.75  79,022  $1,086,552 

$16.96  26,000  $  440,960 

$11.00  12,000  $   132,000 

$  6.50  17,300  $   1 12,450 

$14.09**  17,300  $   243,740 

$  5.75  8,760  $   50,370 


'^   Public  use  parcels  only. 
I**  Average  of  two  portions. 
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INTRODUCTION 


An  appraisal  is  a  process  by  which  an  opinion  as  to  the  value  of  prop- 
erty is  determined.   Value  is,  in  general  appraisal  terminology,  usually 
stated  as  "actual  value,"  "fair  value,"  "fair  market  value,"  etc. 
In  each  instance,  the  term  implies  a  transaction  in  the  market  place 
between  a  willing  seller  and  a  willing  buyer,  both  of  whom  possess  full 
knowledge  of  the  use  to  which  the  property  can  and  cannot  be  put.  Also, 
the  concept  of  value  Is  based  upon  the  assumption  of  market  conditions 
in  which  the  buyer  is  in  a  position  to  select  from  among  many  that 
parcel  which  best  suits  his  needs  while  the  seller  seeks  to  obtain  the 
highest  price  for  his  land  from  the  many  seeking  such  lands  and,  with 
the  passing  of  title,  free  himself  of  concern  over  future  uses  to 
which  the  property  is  to  be  put.   In  such  a  situation,  it  is  the  role  of 
the  appraiser  to  advise  one  of  the  interested  parties  as  to  the  price  at 
which  a  specific  property  should  exchange  in  the  market  after  giving  full 
consideration  to  that  particular  parcel  and  all  alternatives  to  it. 

While  the  appraisal,  in  the  normal  sense  of  the  term,  reflects  an  open 
market  situation,  the  same  is  not  true  of  the  reuse  appraisal.  The 
normal  characteristics  of  buyer  and  seller  do  not  exist  in  situations 
involving  lands  made  available  through  the  urban  renewal  process. 

The  seller  of  urban  renawal  disposition  parcels  is  a  public  agency,  and 
as  such  is  responsible  to  several  levels  of  government  ranking  from 
the  municipality  to  the  Federal  Government.  As  an  arm  of  the  municipal 
government,  th%   seller,  the  Local  Public  Agency,  has  a  responsibility 
which  extends  even  after  the  sale  to  insure  that  the  final  and  total 
use  to  which  each  particular  parcel  is  put  is  in  the  best  interest  of 
the  municipality  and  its  inhabitants.   In  addition,  the  Local  Public 
Agency  is  subject  to  general  Federal  supervision  as  the  use  of  Federal 
funds  by  the  seller  brings  all  sales  of  lands  under  a  series  of  regula- 
tions and  controls  which,  again,  are  not  always  in  keeping  with  private 
transactions.  To  reiterate,  it  is  quite  common  for  a  private  seller  to 
engage  in  a  transaction  without  questioning  the  purposes  to  which  the 
buyer  will  put  the  property  or  his  ability  to  perform.  The  Local  Public 
Agency   is,  however,  subject  to  constant  and  continuing  surveillance  not 
only  With  respect  to  the  uses  for  which  the  land  under  its  control 
will  be  put  but  also  with  respect  to  the  ability  of  the  buyer  to  per- 
form within  carefully  prescribed  limitations.  Therefore,  all  negotia- 
tions and  transactions  undertaken  by  a  Local  Public  Agency  must  be  of  a 
nature  which  will  stand  up  to  criticism  regardless  of  the  merit  of  that 
criticism. 

The  typical  buyer  of  urban  renewal  disposition  parcels  is  also  often 
nontypical  of  buyers  in  the  general  real  estate  nnarket .  Due  to  the 


•I- 


unusual  requirement  that  redevelopment  be  completed  within  the  scope 
of  detailed  limitations  as  to  size  and  quality  of  improvemants,  and  the 
time  in  which  redevelopment  must  be  completed,  potential  buyers  must 
be  individuals  or  organizations  with  adequate  financial  and  physical 
capacity,  have  considerable  experience  in  the  design  and  development  of 
the  types  of  facilities  required  by  the  reuse  plan,  and  either  have  a 
ready  marl<et  for  the  completed  project  or  the  managarial  ability  to  op- 
erate it  after  construction.  Therefore,  the  number  of  potential  buyers 
is  limited. 

Not  only  Is  the  reuse  appraiser  called  upon  to  evaluate  disposition 
parcels  prior  to  their  transfer  from  a  unique  seller  to  a  unique  buyer,  he 
Is  also  called  upon  to  determine  the  value  of  land  In  a  market  which  is 
as  unusual  as  are  both  the  seller  and  the  buyer.  One  of  his  principal 
functions  is  to  indicate  the  value  at  which  these  unique  parcels  of  land 
should  exchange  between  the  unique  seller  and  the  probably  unique  buyer. 
In  doing  so,  the  reuse  appraiser  must  take  Into  consideration  and  be  guided 
by  special  conditions  and  controls  which  are  Imposed  upon  the  disposition 
parcels  and  which  are  in  many  instances  quite  dissimilar  from  conditions 
and  controls  governing  the  use  of  properties  outside  the  urban  renewal 
project  area  which  might  serve  as  suitable  alternative  investment  opportu- 
nities for  the  potential  buyer.  Therefore,  a  reuse  appraisal  Is  an  evalua- 
tion of  properties  under  a  total  renewal  plan  rather  than  the  appraisal 
of  properties  which  might  be  transferred  in  an  open  market  situation. 

Specific  reference  to  the  unique  characteristics  of  urban  renewal  disposi- 
tion parcels  can  be  found  in  Housing  and  Home  Finance  Agency  policy 
statements.  With  reference  to  the  setting  of  reuse  values,  the  HHFA  has 
instructed  that  "the  value  of  the  land  shall  reflect  both  the  advantages 
created  by  the  project  and  the  requirements  and  limitations  on  the  land 
uses  to  be  imposed  on  the  redeveloper  by  the  urban  renewal  plan."  There- 
fore, the  role  of  the  reuse  appraiser  can  only  be  satisfactorily  com- 
pleted by  a  careful  and  detailed  analysis  of  the  renewal  plan  as  well  as 
an  analysis  of  the  local  market  for  real  estate  of  the  types  which  will 
be  made  available  in  the  urban  renewal  project.  Any  changes  in  the  urban 
renewal  plan  between  filing  of  the  reuse  appraisal  and  land  disposition 
can  have  an  effect  upon  the  reuse  value  of  that  land  as  expressed  In  the 
appraisal . 

The  implications  of  the  preceding  are  clear.  The  reuse  appraisal  is  essen- 
tially an  evaluation  of  a  plan,  a  process  by  which  real  estate  implications 
of  the  plan  are   analyzed  and  recommendations  made  to  the  Local  Public  Agency 
regarding  the  disposition  of  individual  parcels. 
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It  is  noted  in  the  contract  form  that  appraisal  of  the  individual  sites 
specifies  the  need  for  evaluation  of  the  plan  and  recommendations  regard- 
ing the  marketability  of  the  sites.   The  contract  also  calls  for  the  ap- 
praiser to  provide  conclusions  regarding  the  use  or  types  of  uses  for  which 
each  site  is  reasonably  suited,  subject  to  the  conditions  and  restrictions 
which  are  to  be  imposed  upon  the  disposition.   The  very  wording  of  the  con- 
tract calls  for  a  level  of  understanding  of  development  problems  and  land 
utilization  problems  which  go  far  beyond  the  simple  establishment  of  a  fair 
market  value  for  the  site  or  sites  resulting  from  examination  of  the  local 
real  estate  market. 

In  our  report,  great  stress  is  placed  upon  evaluation  of  the  total  renewal 
plan.   In  the  market  place,  however,  the  price  offered  and  accepted  for 
each  parcel  will  become  the  common  denominator.   The  reuse  values  established 
by  the  reuse  appraiser  should,  therefore,  serve  as  a  guide  to  the  Local 
Public  Agency  in  establishing  asking  prices  for  the  land  which  will  reflect 
both  local  real  estate  market  conditions  and  the  plan  itself. 

It  is  most  commonly  the  fact  that  the  exchange  of  a  particular  real  estate 
parcel  occurs  after  a  series  of  negotiations  between  the  buyer  and  seller 
during  which  many  prices  are  mentioned.   Price  is,  in  negotiation  periods, 
one  of  the  first  questions  that  a  prospective  buyer  asks  of  the  seller.   It 
is,  therefore,  important  that  the  seller,  or  his  agent,  have  a  figure  to 
discuss.   Most  sellers  determine  a  minimum  price  which  they  would  be  willing 
to  accept  as  a  part  of  their  decision  to  sell.   It  is,  of  course,  not  prudent 
to  reveal  this  minimum  figure  to  prospective  buyers.   On  the  contrary,  the 
seller  indicates  a  price  substantially  higher  than  the  minimum  acceptable 
price  and  the  buyer  usually  interprets  this  figure  as  the  maximum  which  he 
would  have  to  pay.   The  buyer's  problem  is  then  to  negotiate  this  price  down- 
ward.  The  asking  price  Is  therefore  a  device  which  allows  the  seller  or  his 
agent  to  determine  that  price  which  will  be  satisfactory  to  the  buyer,  hope- 
fully, leading  to  the  establishment  of  a  figure  in  excess  of  the  seller's 
minimum  pr  ice. 

Although  the  preceding  discussion  refers  to  negotiated  sales,  this  has  been 
for  convenience  only  and  does  not  constitute  a  recommendation  that  all 
sales  of  redevelopment  land  be  of  this  type.   In  those  instances  where  par- 
cels are  offered  for  bid,  the  Local  Public  Agency  should  determine  a  minimum 
acceptable  price  based  on  the  reuse  values  indicated  in  this  appraisal. 

The  term  "reuse  value,"  as  used  herein,  describes  the  value  of  the  land 
under  the  reuse  plan.  As  such,  the  reuse  value  is  a  reflection  of  many 
factors  including  the  location  of  the  project  area  within  the  city,  the 
location  of  each  disposition  parcel  within  the  project  area,  land  uses  and 
other  neighborhood  influences  in  the  vicinity  of  each  disposition  parcel, 
the  affect  which  specific  land-use  controls  will  have  upon  land  values,  and, 
of  course,  the  fair  market  value  of  real  estate  of  each  use  type  within 
the  c  ity  as  a  whole. 
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The  term  "fair  market  value,"  as  used  in  this  reuse  appraisal,  represents 
the  value  of  land  exchanged  on  the  open  market  between  a  willing  seller 
not  acting  under  duress  of  time,  and  a  buyer  with  many  alternative  parcels 
to  choose  among.   Both  are  assumed  to  be  fully  informed  regarding  the  use 
or  uses  to  which  the  property  may  be  put.  The  fair  market  value  is,  there- 
fore, a  reflection  of  the  classic  arms-length  transaction  and  is  arrived 
at  by  examining  properties  which  have  been  sold,  properties  which  are  being 
offered  for  sale,  and  an  income  capitalization  analysis  of  development  op- 
portunities within  the  applicable  use  classes  as  affected  by  general  con- 
trols imposed  by  city-wide  zoning  and  by  local  economic  operating  costs. 
The  determination  of  fair  market  value  is,  therefore,  one  of  the  necessary 
steps  in  the  final  determination  of  reuse  values  for  the  individual  disposi- 
tion parcels. 

It  Is  recognized  that  profit  from  sale  of  project  area  parcels  is  not  nec- 
essarily the  final  criterion  of  a  project's  success.   The  Local  Public  Agency 
may  find  that  its  interests  coincide  with  specific  development  rather  than 
highest  dollar  return.  Assuming  such  a  s ituat ion,  decis  ions  based  upon  local 
public  policy  will  necessarily  modify  the  purely  economic  considerations 
which  are  discussed  in  this  report. 
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PART  I 


THE  PROJECT 


SECTION  I 


THE  PROJECT  PLAN 


The  Boston  Government  Center  Project  lies  in  the  center  of  downtown  Boston. 
The  project  encompasses  a  broad  area  of  some  60  acres  bordering  on  a  variety 
of  activity  centers  and  arterial  connectors.   On  the  project's  southern 
border  lies  the  high-density  financial  and  existing  government  districts 
of  the  city.   To  the  north  and  west,  the  project  abuts  existing  older  resi- 
dential areas  and  the  now-under-development  West  End  Renewal  Project, 
planned  for  high-rise  moderate-  and  upper-income  housing.  To  the  southeast, 
the  John  F.  Fitzgerald  Expressway  serves  the  project  area,  as  do  the  tunnels 
leading  to  East  Boston  and  the  Logan  International  Airport. 

Geographically  the  project  lies  in  the  center  of  central  Boston,  as  formed 
by  the  Charles  River  and  Boston  Harbor,  The  project's  location  in  terms  of 
its  proposed  uses  (primarily  government  activities  and  related  facilities 
encompassing  all  levels  of  government  functions)  appears  to  be  consistent 
with  the  land-use  pattern  as  it  currently  exists  in  central  Boston.  The 
proposed  reuse  Is  a  substantial  departure  from  previous  use  of  project 
area  land. 

The  map  on  the  facing  page  illustrates  In  a  general  manner  the  project  area 
and  its  relationship  to  the  Boston  central  business  district.   It  Indicates 
specifically  such  l<ey  locatlonal  factors  as  (I)  Prudential  Center,  (2)  the 
West  End  Renewal  Project,  (3)  the  State  House,  {k)   primary  retailing  districts, 
and  (5)  the  existing  office  building  and  financial  center  of  Boston. 

Project 

As  Indicated  previously,  the  irregularly  shaped  project  area  encompasses 
approximately  60  acres.   For  the  most  part,  the  renewal  plan  calls  for 
clearance  of  the  major  portion  of  the  area;  however,  the  plan  does  pro- 
vide for  some  commercial  rehabilitation.   The  proposed  plan  calls  for 
reorientation  of  highway  and  street  access  through  the  area,  relocation 
of  mass  transit  facilities  to  coordinate  with  the  redevelopment  uses, 
and  establishment  of  broad  areas  of  pedestrian  movement. 

The  largest  portion  of  the  reuses  proposed  for  the  project  area  calls  for 
development  of  a  government  activity  center  including  city,  state,  and 
Federal  offices.   Five  major  parcels  encompassing  27.9  acres  have  been 
designated  for  public  use.   In  addition,  a  substantial  portion  of  the 
property  will  be  dedicated  to  pedestrian  accessways  and  public  use  space. 
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It  wi ] I  be  noted  that  those  parcels  for  sale  in  the  private  market  (as 
opposed  to  those  planned  for  public  or  semi-public  use)  are  clustered 
primarily  in  the  southern  and  western  portions  of  the  project  area, 
directly  adjacent  to  existing  commercial  and  office  centers  of  central 
Boston.  To  a  certain  extent,  the  private  parcels  are  dispersed  among  the 
public  parcels,  thus  creating  a  potential  mixture  of  public  and  private 
f aci 1 i  ties. 

The  following  table  lists  the  various  project  parcels,  and  indicates  size 
and  primary  use. 


Boston  Government  Center 


Parcel  Number 

1 
2 

3a 

b 

k 

5 
6 

7 
8 

9 
10 
II 
12 
13 
]k 
15 


Use 

Public  Office  fr  Institution 

Office,  Institution,  Utility 
Parking,  or  Open  Space 

Surface  Parking  or  Open  Space 
Surface  Parking  or  Open  Space 

Parking,  Bus  Terminal 

Publ ic  Off  ice.  Institution 

Publ ic  Off  Ice,  Institution 

Motor  Hotel  and/or  Office 

General  Office 

General  Office 

General  Office 

Open  Space 

General  Office 

General  Office 

General  Business 

General  Business  (Service 
may  be  principal  use) 


Square  Feet 
369,503 

13^.665 

3,600 
2,798 

187.097 
198,529 
123,632 

83,897 
31 .850 
14,841 
23.067 
342.217 
79.022 
26,000 

17,300 
8,760 
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Project  Timing 

Under  the  early-acquisition  provisions  of  urban  renewal  legislation, 
acquisition  has  already  been  undertaken  and  large  portions  of  the  project 
area  have  been  cleared.  The  project  plan  does  not  indicate  specific  dis- 
position timing;   however,  it  is  understood  that  di sposi t ion  wi 1 1  be 
undertaken  immediately  upon  project  approval^and  parcels  will  be  sold  to 
qualified  redevelopers  as  rapidly  as  found  practical.   For  purposes  of 
this  appraisal  it  has  been  generally  assumed  that  project  disposition 
and  consequent  absorption  of  developed  facilities  will  cover  a  time  period 
of  five  to  six  years.   It  is  recognized  that  the  numb«r  of  parcels  offered 
for  sale  at  any  one  time  will  be  discretionary  with  the  Local  Public  Agency 
and  will  be  adjusted  to  existing  market  conditions  at  the  time  of  sale. 

Qualified  Developers  and  Method  of  Sale 

It  is  noted  that  the  project  plan  does  not  Identify  specific  criteria  for 
evaluating  qualified  developers,  nor  does  it  indicate  methods  of  sale,   it 
is  understood  that  the  latter  will  vary  from  parcel  to  parcel,  possibly 
including  architectural  competition  against  a  fixed  price  and/or  negotiated 
sales  with  selected  developers. 

Parcels  Not  To  Be  Acquired 

In  addition  to  the  large  areas  of  clearance,  six  structures  are  now 
scheduled  to  be  retained  within  the  project  area.   These  buildings  are 
as  follows: 

(1)  10  Tremont  Street 

(2)  17  Court  Street 

(3)  Ames  Building 

(k)  New  England  Telephone  and  Telegraph  Company 

(5)  Boston  Edison  Company 

(6)  Boston  Welfare  Building 

In  addition,  several  structures  may  be  acquired  for  possible  rehabili- 
tation. These  are  discussed  in  detail  in  the  individual  appraisals  to 
be  found  in  a  later  portion  of  this  report. 

Public  Improvements 

In  addition  to  the  major  parcels  for  public  or  private  resale,  substan- 
tial public  improvements  are  being  undertaken  within  the  project  area  which, 
in  total,  represent  a  major  contribution  to  the  creation  of  a  dramatic, 
vital  area.   Included  are  such  Items  as:   (I )  relocation  and  improvement 
of  subway  facilities,  (2)  reorientation  of  major  through  arteries,  (3) 
creation  of  Government  Center  Plaza,  and  (4)  construction  of  a  pedestrian 
overpass  to  Faneu i I  Hall. 


* Some  sales  are  contemplated  prior  to  approval  of  the  total  plan. 
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General  Project  Controls 

One  of  the  unique  elements  basic  to  the  major  distinction  between  appraisal 
of  reuse  parcels  and  appraisal  of  similar  parcels  in  an  open-market  situation 
results  from  the  existence  of  project  controls  and  requirements  as  imposed 
by  the  Local  Public  Agency  on  property  use  and  redeveloper  actions.   These 
controls  require  the  acceptance  of  certain  legal  obligations  on  the  part  of 
the  redeveloper,  and  in  a  very  real  sense  circumscribe  his  alternatives  and 
his  personal  discretion  with  regard  to  property  development. 

Typically,  project  controls  and  land-use  provisions  fall  into  two  general 
categories,  (a)  general  project  requirements  and  (b)  specific  site  or  parcel 
controls  and  restrictions.   Because  the  general  controls  apply  to  all  par- 
cels to  be  disposed  of  within  the  project,  certain  of  these  provisions  have 
been  abstracted,  particularly  those  bearing  upon  the  development  of  parcels 
which  will  be  available  for  private  resale  and  those  affecting  redevelopers 
seelcing  to  purchase  these  properties.   (The  specific  controls  are  discussed 
in  detail  in  the  individual  appraisals,  which  may  be  found  in  a  later  section 
of  this  report.) 

The  first  group  of  general  controls,  titled  Land  Use  Provisions  and  Building 
Requi  rements .  are  concerned  with  the  general  requirements  of  the  plan.  They 
impose  specific  redeveloper  obligations  and,  for  the  most  part,  are  typical 
of  those  found  in  other  renewal  projects  of  similar  character.   Certain  of 
the  controls  regarding  restrictive  covenants  and  anti-discriminatory  use  run 
with  the  land  for  100  years  after  disposition;  other  requirements  remain  in 
effect  for  40  years  following  disposition.  The  substantial  period  of  time 
during  which  these  controls  remain  in  effect  is  easily  sufficient  to  influ- 
ence a  redeveloper 's  attitude  toward  the  property  and  the  price  he  will  be 
wi  1 1 ing  to  pay  for  i  t. 

Some  of  the  areas  touched  upon  by  the  controls,  in  addition  to  normal  zoning 
regulations.  Include  regulations  as  to  landscaping,  use  of  signs,  permissible 
exterior  lighting,  and  off-street  loading  requirements.   Last,  but  far  from 
least,  all  Interpretation  of  questions  arising  from  the  requirements  shall 
be  solely  the  concern  of  the  Local  Public  Agency .and  the  HHFA. 

A  second  group  of  restrictions  spells  out  specific  requirements  which  affect 
the  redeveloper  both  prior  to  his  selection  and  following  his  purchase  of 
the  property.  These  controls  represent  a  major  departure  from  practice  In 
free-market  situations.  They  require  the  redeveloper  (1)  to  be  sensitive 
to  the  design  requirements  of  the  Local  Public  Agency,  (2)  to  carry  out  the 
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redevelopment  under  the  terms  of  the  disposition  instrument  within  a 
reasonable  period  of  time  (which  will  be  specified),  and  (3)  to  recognize 
limits  to  his  right  to  dispose  of  the  property. 


The  redeveloper  must  therefore  require  his  architect  and  planner  to  design 
a  structure  compatible  with  the  general  redevelopment  plan  and  satisfactory 
both  to  the  Local  Public  Agency  and  to  its  reviewing  boards.   Following  the 
satisfaction  of  design  requirements,  the  redeveloper  is  then  obliged  to 
carry  out  the  approved  plans  in  accordance  with  the  urban  renewal  scheme, 
all  within  a  reasonable  period  of  time  as  specifically  defined  in  his 
agreement  with  the  Local  Public  Agency.   Lastly,  once  a  plan  and  course 
of  action  have  been  approved,  the  developer  must  adhere  to  a  schedule 
without  recourse  to  alternative  developments  or  concepts  unless  explicit 
approval  of  the  LPA  is  obtained.   Being  common  to  all  redevelopment 
situations,  such  controls  are  among  the  major  limiting  factors  on  the  price 
of  urban  renewal  land.  They  provide  substantial  insight  into  the  differ- 
ential between  free-market  land  sales  and  those  which  occur  In  a  redevelop- 
ment anv  i  ronmen  t . 

As  a  portion  of  the  project  controls,  there  are  specific  provisions  which 
impose  design  criteria  and  review.  Referring  to  the  exact  language,  we 
find  that,  "The  Authority  will  evaluate  the  quality  and  appropriateness  of 
the  proposed  development  with  reference  to  the  general  design  considerations 
set  forth."   in  Chapter  H,  where  general  design  considerations  are  discussed, 
It  Is  stated  that,  "The  developer  of  each  disposition  parcel  wi 1 1  be  required 
not  only  to  adhere  to  the  particular  controls  and  restrictions  imposed  upon 
a  disposition  parcel,  but  also  to  give  adequate  consideration  to  the  spirit 
of  the  objectives  and  principles  of  the  urban  renewal  plan  with  respect  to 
land  use,  design,  and  building  controls." 

It  is  your  appraiser's  opinion  that  language  such  as  that  quoted  above 
imposes  very  definite  restrictions  upon  prospective  redevelopers.  Regula- 
tion of  developer  leeway  is  further  reinforced  In  the  statement  of  building 
objectives,  where  It  is  noted  that,  "The  individual  developer's  proposal 
will  be  reviewed  in  terms  of  Its  contribution  to  a  suitable  present-day 
city  environment.  Its  care  for  the  assets  and  community  values  of  historical 
Boston,  and  the  permanence  of  renewal  objectives  In  terms  of  esthetic 
expression,  utilitarian  arrangement,  and  structural  soundness." 

The  standards  by  which  developer  proposals  are  to  be  judged  are  noted  to 
be  as  follows:   (a)  the  best  modern  architectural  standards  are  to  be 
utilized;   (b)  experimentation  Is  to  be  conducted  as  to  the  most  effective 
arrangement  of  uses  possible,  with  an  eye  toward  preserving  the  spatial 
integrity  of  streets  and  other  defined  public  open  spaces;   (c)  building 
design  should  reflect  an  intention  to  harmonize  with  the  total  development, 
with  specific  reference  to  exterior  materials  and  architectural  styling; 
(d)  parapets,  rooftops,  and  facades  must  present  an  attractive  appearance, 
Including  from  above,  and  no  blank  facades  of  Inferior  material  are  to  be 
permi tted. 
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It  is  further  stated  that  buildings  bordering  on  the  Plaza  must  be  designed 
to  provide  "...an  unobtrusive  common  setting  over  which  the  new  City  Hall 
will  be  visually  dominant  and  artistically  unique...."   In  addition,  a 
visual  channel  shall  be  maintained  from  Government  Center  Plaza  to  the 
waterfront,  which  lies  beyond  the  limits  of  the  project  area,  thus  "express- 
ing the  functional  ties  between  these  points  of  tourist  interest  and  the 
intervening  open  spaces  as  well." 

It  Is  most  difficult  to  evaluate  the  effect  of  these  general  controls  upon 
developer  interest.   Several,  however,  do  have  direct  cost  implications. 
These  are  noted  below. 

(1)  The  requirement  that  architectural  facades  be  planned  for  all  sides 

of  the  building  is  a  departure  from  a  considerable  portion  of  standard 
bui Idi  ng  practice. 

(2)  Insistence  upon  best  modern  architectural  standards  suggests  construc- 
tion cost  factors  not  necessarily  imposed  In  the  general  market. 

(3)  The  suggested  architectural  experimentation,  sensitive  to  over-all 
design  criteria,  will  require  architectural  expenses  commensurate 
with  quality  development. 

The  other  listed  standards  and  controls  are  somewhat  vague  when  viewed  in 
terms  of  their  possible  cost  implications.   It  is  quite  possible  that  any 
one  of  these  items  could  become  a  major  valuation  factor.   However,  the 
extent  to  which  this  occurs  will  be  dependent  upon  the  interpretation  given 
to  these  controls  by  the  Local  Public  Agency  and  its  reviewing  bodies. 

Should  these  controls  be  interpreted  in  a  stringent  fashion,  the  reuse 
values  presented  in  this  report  may  not  remain  valid,  since  your  appraiser 
has  considered  only  those  controls  which  provide  clear  and  direct  value 
implications.  Those  interpretive  controls  suggesting  the  requirement  for 
specific  value  judgments  by  the  Agency  and/or  reviewing  bodies  have  not 
been  assumed  to  represent  a  substantial  cost  or  value  factor  in  our  analysis, 

In  the  text  which  follows  the  more  significant  of  the  plan  sections  dealing 
with  controls  have  been  extracted  so  as  to  demonstrate  the  points  discussed 
above. 


* 
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"I .   Land  Use  Provisions  and  Building  Requirements* 

"A.   Genera  1  Requ i  rements 

"1.   AppI icabi 1 i ty:   The  provisions  of  sub-Section  302:   (a) 

shall  apply  to  all  property  to  be  made  available  for  rede- 
velopment within  the  Project  Area,  and  shall  be  Implemented 
by  appropriate  covenants  In  disposition  documents. 

"2.  Duration  of  Controls.  Effective  Date  and  Renewal  Provisions; 
The  provisions  and  requirements  established  in  this  Plan  shall 
be  maintained  and  in  effect  for  a  period  of  kO   years  from  the 
date  of  the  original  approval  of  the  Urban  Renewal  Plan  by 
the  City  Council,  except  for  Sections  302:  A  3  and  4  below, 
which  shall  remain  in  effect  for  a  period  of  100  years  from 
said  date. 

"3.   Restrictive  Covenants:   No  covenant,  agreement,  lease, 

conveyance  or  other  instrument  shall  be  effected  or  executed 
by  the  Boston  Redevelopment  Authority,  or  by  the  purchaser 
or  lessee  from  it  (or  any  successors  in  Interest  of  such  pur- 
chasers or  lessees)  by  which  land  In  the  Project  Area  or  any 
improvements,  facilities  or  appurtenances  constructed  on  such 
land,  is  restricted,  either  by  the  Boston  Redevelopment 
Authority  or  by  such  purchasers,  lessees  or  successors  In 
interest,  upon  the  basis  of  race,  creed,  color,  or  national 
origin,  In  the  lease  or  occupancy  thereof. 

"^.   Compliance  with  Ant i -Discr iminat ion  Laws:   Redevelopers  shall 
comply  with  all  State  and  local  laws  in  effect  from  time  to 
time  prohibiting  discrimination  or  segregation  by  reason 
of  race,  rallglon,  color,  or  national  origin  in  the  sale, 
lease  or  occupancy  of  property  In  the  Project  Area. 

"5.   Interpretat Ion:   In  the  event  of  any  question  regarding  the 
meaning  of  these  standards  and  controls,  or  other  provisions 
of  this  Plan,  the  interpretation  placed  thereon  by  the 
Authority  shall  be  final  and  binding. 

"6.   Definitions  Applicable  in  the  Interpretation  of  Building 
Requirements  and  Restrictions: 

"a.   Floor  Area  Ratio:   the  direct  ratio  of  the  total  gross 

floor  area  of  a  building  to  the  total  Area  of  the  dlspo- 
s  1 1  ion  parcel . 


*  Abstracted  from  Government  Center:   Urban  Renewal  Plan.  Project 
Mass.  R-35,  September  20,  1962,  Section  302,  pages  lll-l  to  111-4. 
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"b.   Building  Coverage:   the  percentage  of  the  disposition 
parcel  covered  by  the  ground  floor  of  the  building. 

■'c.   Height:   the  height  of  a  building  shall  be  measured  from 
the  mean  grade  of  the  sidewalk  or  a  given  grade  elevation 
to  the  top  of  a  parapet  or  cornice  of  the  building  facade. 

"d.   Setback:   the  distance  between  the  disposition  parcel  line 
and  the  closest  facade  of  the  building  at  ground  level. 

■'e.  Building  Envelope:  a  building  envelope  is  the  geometric 
figure  defined  by  the  application  of  height,  setback  and 
similar  controls  for  a  disposition  parcel. 

I'f.  Arcade:  an  area  on  the  ground  floor  of  a  building  which 
is  open  to  public  access  along  its  entire  length. 

"7.   Landscaping:   All  open  areas  must  be  suitably  landscaped  so 
as  to  provide  a  visually  attractive  environment. 

"8.   Sign  Control :   Signs  within  the  Project  Area  shall  be 

restricted  to  the  non-flashing  type,  identifying  only  the 
establishment  and  nature  of  its  products.   All  signs  must  be 
suitably  integrated  with  the  architectural  design  of  the 
structure  which  they  identify.   No  sign  shall  project  above 
roof  of  the  structure  on  which  it  is  mounted.   No  sign  shall 
project  beyond  the  face  of  the  building  more  than  2k".      The 
size,  design,  location  and  number  of  signs  must  be  specified 
in  all  Redevelopment  proposals.   Per  unit  of  frontage  occu- 
pancy, the  total  allowable  surface  for  fixed  signs  and 
advertising  shall  be  limited  to  eight  (8)  square  feet  per 
one  hundred  (100)  square  feet  of  front  facade  surface  of 
the  first  two  floors  in  that  occupancy  of  the  structure. 
No  signs  or  advertising  shall  be  placed  on  the  exterior 
facade  on  or  above  the  floor  level  of  the  third  floor  of 
any  structure.   Any  exceptions  to  the  above  controls,  or  the 
placement  or  replacement  of  any  sign  during  the  '♦O  years 
duration  of  this  Plan,  must  be  approved  by  the  Boston 
Redevelopment  Authority. 

"9.   Exterior  Lighting:   Exterior  lighting  may  be  used  to 

light  doors,  entrances,  show  windows,  plazas,  and  open 
spaces.   It  shall  be  located  and  shielded  so  to  prevent 
glare  on  adjacent  properties.   No  floor  lighting  of  buildings 
or  streets  will  be  permitted  except  by  special  approval  of 
the  Boston  Redevelopment  Authority. 

"10.   Off-Street  Loading:   Servicing  of  all  buildings  shall  be 
off-street,  except  that  not-to-be-acquired  parcels  may  be 
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Central  Boston 


exempted  in  writing,  by  the  Boston  Redevelopment  Authority, 
where  existing  conditions  make  compliance  with  this  require- 
ment impossible.   Developers  shall  provide  access  to  such 
servicing  areas  only  where  permitted  under  Section  302:   B 
below. 

"The  following  are   the  off-street  load ing  bay  requ i rements  for  each  parcel . 
unless  otherwise  provided  under  Section  302B 


••Number 

of 

Beys  Reqi 

ui  red 

for 

New 

Structures 

_b^ 

Gross  Floor 
(In  thousa 

Area 
nds  of 

of 

Structures 
uare  feet) 

Gross  Floor  Area 
(in  thousands  of 
square  feet) 

Under 
15 

15- 
100 

100 
150 

150- 
300 

300 

and  over 

Number  of  Bays 
Requi  red 

0 

1 

2 

3 

h   plus  1 

each  additional 
150,000  sq.  ft. 

"Off-street  load ing  bay  requi rements  do  not  apply  to  any  of  the  following 
uses: 

Fire  Station 
Pol  ice  Station 
Telephone  exchange 
Drive-in  restaurant 
Orive-in  theater 
Outdoor  recreation  places 
Parking  garage" 

"11.   Open  Parking  Areas.   Open  parking  areas  must  be  landscaped 
and  effectively  screened  to  provide  an  attractive  visual 
appearance.   The  number  of  parking  spaces  provided  must  be 
consented  to  in  writing  by  the  BRA. 

"12.   Storage.   The  open  air  storage  of  materials,  equipment  or 

merchandise,  other  than  automobiles,  shall  not  be  permitted 
in  any  section  of  the  Project  Area. 

"13.  Accessory  Uses.   Except  where  otherwise  provided  in  Section 
302  (B),  all  uses  customarily  or  reasonably  incidental  to 
the  main  use  of  a  parcel  shall  be  permitted  on  that  parcel. 

"\k,      Ut i I ity  Easements.   Easements  for  utilities  shall  be  provided 
in  accordance  with  Proposed  Land  Use  Map. 
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"15.   Subway  Faci 1 i  t  ies.   Provision  shall  be  made  for  subway 

tunnels,  stations,  and  access  facilities  in  accordance  with 
the  Proposed  Land  Use  Hap,  and  disposition  parcels  shall  be 
subject  to  easements  and  other  rights  as  appropriate  in 
accordance  therewith.   In  addition,  developers  on  each  parcel 
may  construct  or  arrange  to  have  constructed  such  additional 
facilities  as  they  deem  desirable. 

"16.   Arcaded  Pedestrian  Ways.   Arcaded  pedestrian  ways  are  permitted 
on  all  disposition  parcels." 

"  Design  Controls* 

"Redevelopment  of  land  in  the  Project  Area  shall  be  made  subject  to 
the  regulations  and  controls  specified  in  this  Plan.   The  purpose 
of  such  regulations  and  controls  is  to  assure  that  the  redevelopment 
of  the  Area  will  conform  to  the  planning  and  design  objectives  of 
the  Urban  Renewal  Plan.   It  is  therefore  the  obligation  of  all 
redevelopers  not  only  to  comply  with  these  controls  but  also  to 
familiarize  themselves  with  the  over  all  Urban  Renewal  Plan  and  to 
prepare  development  proposals  which  are  in  harmony  with  the  Plan. 
All  redevelopment  proposals  will  be  subject  to  design  review,  comment 
and  approval  by  the  Boston  Redevelopment  Authority  prior  to  land 
disposition  and/or  prior  to  commencement  of  construction.   In  addi- 
tion to  assuring  compliance  with  the  specific  controls  set  forth  in 
Chapter  III,  the  Authority  will  evaluate  the  quality  and  appropriateness 
of  proposed  development  with  reference  to  the  general  design  considera- 
tions set  forth  in  Chapter  II. 

"ObUqation  to  Build 

"The  redeveloper  will  be  obliged,  under  the  terms  of  the  disposition 
instrument,  to  carry  out  certain  specified  improvements,  In  accor- 
dance with  the  Urban  Renewal  Plan,  within  a  reasonable  period  of  time 
as  set  forth  in  the  instrument. 

"Disposition  of  Property  by  Redeveloper 

"The  redeveloper  will  not  be  permitted  to  dispose  of  property  until 
the  improvements  are  completed  without  the  prior  written  consent  of 
the  Boston  Redevelopment  Authority,  which  consent  will  not  be  granted 
except  under  conditions  that  will  prevent  speculation  and  protect 
the  interests  of  the  City  of  Boston  and  the  Boston  Redevelopment 
Author i  ty. 


*  Abstracted  from  Government  Center;   Urban  Renewal  Plan.  Project 
Mass.  R-35,  September  20,  1962,  Sections  701-703,  page  VII-1. 
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"B.   Implementat  ion* 

"These  general  planning  and  design  objectives  will  be  implemented  by; 

"1.   The  planning  and  design  of  public  facilities:   circulation 

systems  (pedestrian,  vehicular,  and  mass  transit);  open  spaces; 
public  buildings  and  other  public  facilities;  and 

"2.   Use  and  design  controls  on  the  disposition  parcels  and  on  the 
buildings  in  the  Project  Area  which  are  not  proposed  to  be 
acquired. 

"Moreover,  these  general  planning  and  design  objectives  are 
supplemented  by  the  specific  planning  and  design  objectives  set 
forth  below.   The  developer  of  each  disposition  parcel  will  be 
required  not  only  to  adhere  to  the  particular  controls  and  restric- 
tions imposed  upon  his  disposition  parcel  (see  Chapter  III,  Section  302 
and  Capter  IV,  Section  kOk) ,    but  also  to  give  adequate  consideration 
to  the  spirit  of  the  objectives  and  principles  of  the  Urban  Renewal 
Plan  in  respect  to  land  use,  design,  and  building  controls." 

"F.   Buildings  Objectives** 

"I.   The  Urban  Renewal  Plan  makes  possible  and  depends  upon  the  highest 
possible  level  of  contemporary  architectural  design.   The  indivi- 
dual developer's  proposal  will  be  reviewed  in  terms  of  its  contri- 
bution to  a  suitable  present-day  city  environment,  its  care  for 
the  assets  and  community  values  of  historical  Boston,  and  the 
permanence  of  renewal  objectives  in  terms  of  aesthetic  expression, 
utilitarian  arrangement,  and  structural  soundness.   This  objective 
will  require  the  developer  to  conform  to  the  principles  of  the 
over-all  Project  Area  design  through  careful  attention  to  the 
potentials  of  the  disposition  parcel  (see  especially  paragraphs 
0  and  E  above),  and  to  the  following  standards: 

"a.   The  best  modern  architectural  standards  for  natural  and 

artificial  lighting,  accoustics,  and  mechanical  plant  should 
be  utilized,  as  well  as  sensitive  external  expression  of 
these  factors  in  order  to  avoid  premature  obsolescense. 

"b.   Experimentation  in  the  arrangement  of  uses  in  a  single 

architectural  complex  should  be  undertaken  in  order  to  im- 
prove on  current  architectural  solutions  in  respect  to  mixed 
land-use  sites  and  in  respect  to  preserving  the  spatial 
integrity  of  the  street  and  defined  public  open  spaces,  at 
least  for  lower  floors  facing  the  space. 


*  Abstracted  from  Government  Center:   Urban  Renewal  Plan.  Project 
Mass.  R-35,  September  20,  1962,  Section  205,  page  11-3. 

**   Ibid.,  page  11-8  to  I [-10. 
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"c.   New  and  rehabilitated  buildings,  as  well  as  buildings 

proposed  to  be  retained,  should  harmonize,  not  only  with 
others  sharing  the  same  streets  or  open  spaces,  but  with 
surrounding  older  parts  of  downtown  Boston.   Particular  note 
should  be  taken  of  the  use  of  curtain  walling  materials  and 
architectural  rhythm  and  detail  of  wall  openings,  relating 
to  dominant  local  architectural  traditions  of  masonry  materials 
and  complex  and  careful  scales  of  wall  openings  and  details. 

"d.  All  parapets  and  rooftop  structures  should  be  well  organized 
so  as  to  present  an  attractive  appearance  from  all  points  of 
view.  Including  view  from  higher  buildings. 

"e.  New  and  rehabilitated  buildings  as  well  as  buildings  proposed 
to  be  retained  should  be  treated  with  architectural  values  on 
all  facades,  leaving  no  blank  facades  of  inferior  material. 

"2.  Two  special  and  fundamental  principles  of  the  Urban  Renewal  Plan 
with  respect  to  individual  architectural  considerations  are  as 
fol lows: 

"a.   Maintenance  around  Government  Center  Plaza  of  a  dignified 
building  enclosure  of  near-equal  height,  simple  roof-line, 
and  similar  materials  and  similar  scale  of  facade  treatment, 
providing  an  unobtrusive  common  setting  over  which  the  new 
City  Hall  will  be  visually  dominant  and  artistically  unique; 
and 

"b.   Maintenance  and  strengthening  of  a  clear  visual  channel  and 
sequence  of  related  architectural  appearances  extending  from 
Government  Center  Plaza  to  the  waterfront  (the  latter  outside 
Project  Area)  expressing  the  functional  ties  between  these 
points  of  tourist  interest  and  the  intervening  open  spaces  as 
well.   It  is  to  be  noted  that  long,  moderately- low  existing 
buildings,  making  heavy  use  of  concrete  or  granite  materials, 
are  frequently  found  along  this  line." 
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SECTION  II 
COMMENTS  ON  MARKETABILITY  OF  GOVERNMENT  CENTER  REUSE  PARCELS 

The  commercial  use  classifications  to  which  the  Government  Center  parcels 
have  been  committed  are   those  of  commercial  office  space'^nd  motor-hotel. 
Your  appraiser  has  reviewed  the  market  situation  for  these  uses  to  determine 
to  the  extent  possible  whether  demand  can  be  generated  for  such  recommended 
uses  within  a  reasonable  period  of  time.  The  discussion  which  follows  is 
not  intended  to  serve  as  a  marketability  analysis  but  rather  a  general  re- 
view of  market  factors  and.  In  the  case  of  office  space,  a  comparison  of 
these  factors  with  the  demonstrated  absorption  capacity  in  cities  of  com- 
parable size  and  characteristics.  Our  conclusions  are  as  follows:  (I)  assum- 
ing reasonable  programming  over  a  five-  or  six-year  period,  the  Boston  office 
market  can  absorb  the  total  amount  of  private  office  space  that  is  presently 
programmed  for  the  project;  and  (2)  a  market  for  400  transient  units  can  be 
generated  in  the  project  area.   The  following  discussion  serves  to  present 
the  background  and  bases  for  these  conclusions: 

1.  General  Office 


By  far,  the  greatest  portion  of  the  Government  Center  project  will  be 
devoted  to  public  buildings.   It  appears  at  the  present  time  that  negotia- 
tions with  the  city,  state,  and  federal  governments  are  at  a  point  suffi- 
cient to  guarantee  that  construction  of  major  government  structures  will 
soon  take  place  on  the  three  largest  redevelopment  parcels.  A  second  most 
substantial  portion  of  the  project  area  will  be  devoted  to  publicly  dedi- 
cated space,  including  a  major  pedestrian  plaza  and  improved  highway  and 
pedestrian  access  through  the  project  area.  While  other  significant  uses 
are  programmed,  two  of  the  most  notable  being  a  large  motor-hotel  facility 
and  a  large  public  parking  garage,  the  basic  character  of  the  project 
will  be  the  result  of  public  and  private  office  space  strategically  situ- 
ated throughout  the  area.   The  magnitude  and  design  characteristics  of 
the  total  project,  as  well  as  of  its  constituent  parts,  are  of  considerable 
Importance  for  present  purposes  because  the  degree  to  which  the  design 
characteristics  and  the  government  structures  create  an  office  focus  will 
have  considerable  impact  on  the  degree  to  which  demand  for  new  office 
space  finds  expression  within  the  project  area. 

The  small  amount  of  recent  development  activity  in  central  Boston  suggests 
a  market  of  unusual  characteristics,  one  which  gives  indications  of  con- 
siderable untapped  potential  of  a  magnitude  sufficient  to  absorb  the  total 
amount  of  private  space  possible  in  Government  Center,  assuming  such  space 
comes  on  the  market  over  a  period  of  five  or  six  years.  This  conclusion 
is  reached  despite  the  extent  of  Boston's  economic  problems  and  the  unusual 
obstacles  in  the  way  of  land  development  in  central  Boston.   It  is  not  our 
intent  to  state  a  detailed  history  of  the  financial  problems  facing  the 
Boston  City  government  nor  to  discuss  the  economic  development  problems  af- 
fecting Boston  and  the  New  England  area.   It  is  sufficient  to  say  that  sub- 
stantial difficulties  have  cluttered  the  path  toward  maintenance  of  aggressive 
economic  growth  and  that  the  extent  of  real  estate  development  in  central 


^  The  General  Business  classification  falls  within  this  category. 
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Boston  has  been  less  than  spectacular  for  this  and  other  related  reasons. 
Yet  the  environment  appears  to  be  changing,  and  analysis  of  its  elements 
should  prove  helpful. 

Sources  of  Office  Space  Demand 

The  development  of  office  space  generally  falls  into  two  broad  categories. 
The  first  may  be  described  as  developer-oriented,  primarily  the  product  of 
profit  motives  rather  than  action  directed  toward  encouragement  or  accommo- 
dation of  specific  uses.  The  second  broad  category  covers  owner-operated 
office  space  typically  occupied  by  the  builder,  financial  returns  for  which 
are  gauged  in  terms  of  the  productivity  of  the  business  as  a  whole  rather 
than  of  the  operating  real  estate.  While  there  is  always  the  desire  to 
secure  operating  office  space  at  modest  rentals,  in  some  circumstances  -- 
particularly  where  public  image  is  of  importance  to  the  corporation  con- 
cerned —  overriding  general  business  profits  and  the  nature  of  the  business 
itself  can  reduce  concern  over  typical  developer  cost  implications. 

The  motivations  affecting  these  two  types  of  office  space  development  are 
substantially  different.  The  developer's  analysis  includes  a  review  of 
all  typical  components  of  real  estate  development,  including  land  price, 
rent  levels,  occupancy  experience,  tax  rates,  operating  costs,  and  financ- 
ing rates,  as  well  as  the  general  market  for  office  space.  From  the 
prof  it -motivated  developer's  standpoint,  it  is  quite  possible  that,  even 
In  the  face  of  a  growing  and  active  demand  for  new  office  space,  other 
factors  may  make  investment  in  such  space  either  unprofitable  or  not  suffi- 
ciently profitable  to  attract  interest.  The  primary  reaction  of  this 
portion  of  office-space  development  sources  is  therefore  not  wholly  one  of 
positive  response  to  an  available  market,  but  rather  is  geared  to  profit 
opportunities  In  office  construction  as  compared  with  available  alternatives. 
Sufficient  opportunity  may  exist  in  other  areas  of  real  estate  development 
offering  greater  likelihood  of  high-percentage  return  to  place  even  an 
otherwise  attractive  office  opportunity  at  a  relative  disadvantage. 

Interest  in  single-occupancy  or  owner-operated  buildings  results  from  factors 
substantially  unrelated  to  those  motivating  speculative  developers.  The 
construction  of  such  single-purpose  space  is  more  the  product  of  management 
decisions  and  the  health  of  the  particular  business  as  a  whole  rather  than 
of  general  market  conditions  or  factors  of  real  estate  financing.  For  this 
reason,  the  predictability  of  a  construction  rate  generated  by  institutions 
or  business  firms  becomes  extremely  difficult  to  measure.   In  recent  years, 
there  have  been  a  series  of  factors  which  appear  to  have  motivated  the  de- 
velopment of  new  office  space  by  businesses  and  institutions.   Exanples  in- 
clude:  (1)  the  desire  for  a  public  image  and/or  an  advertising  vehicle; 

(2)  the  desire  for  new  office  space  because  of  rapidly  expanding  activities; 

(3)  the  desire  to  contribute  to,  and  the  desirability  of  contributing  to, 
city  renewal . 
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RECENT  OFFICE  BUILDING  DEVELOPMENT  IN  BOSTON 


Estimated 

Net  Rentable 

Existing  Bui Idings 

Sauare  Feet 

1.   Liberty  Mutual  Insurance  Company 

225 , 000 

2.   Blue  Cross-Blue  Shield 

1 25 . 000 

3.   IBH 

70,000 

k.       Travelers  Insurance  Company 

225.000 

5.   McGraw  Hill 

35.000 

6,   Remington  Rand 

36.000 

7.   White  Fund 

3U.000 

Total 

750,000 

Proposed  or  Under  Construction 

1.  541  Boyleston  Street 

2.  Prudential  Insurance  Company 

3.  50  Pearl  Street 

4.  Travellers  Insurance 

Total 


95.000  (estimated) 

800,000  (estimated) 

800,000  (estimated) 

60.000 


1,755,000 


(15) 


of  these  three  factors,  the  second  -  relating  to  the  internal  requirements 
of  the  individual  business  -  is  probably  the  most  important.  However,  in 
today's  highly  competitive  market,  the  character,  size,  and  location  of 
such  space  are  influenced  to  a  great  extent  by  the  first  and  third  factors. 
For  example,  new  office  facilities  have  become  increasingly  important  as 
a  symbol  and  image-creator  for  many  institutions  and  businesses.   Identi- 
fication with  local  communities  and  the  desire  to  contribute  to  a  healthy 
local  business  environment,  thus  encouraging  a  strong  central  area,  have 
motivated  many  firms  to  commit  themselves  to  new  office  space  in  prestige 
areas  downtown  and/or  in  areas  where  their  presence  contributes  to  the  over- 
all good  of  the  community,  many  times  to  a  greater  extent  than  such  presence 
contributes  to  the  more  immediate  advantage  of  the  individual  firm. 

In  Boston  itself,  recent  years  have  seen  only  limited  activity  by  entre- 
preneurial real  estate  developers.   It  appears  that  this  condition  is 
primarily  the  result  of  the  interplay  of  two  factors:   (1)  the  abnormally 
high  tax  rate  in  downtown  boston,  and  (2)  the  availability  of  real  estate 
development  opportunities  in  other  parts  of  the  metropolitan  area  and  in 
other  parts  of  the  country.   It  must  be  understood  that,  to  a  very  real 
degree,  the  real  estate  market  of  today  is  a  national  if  not  international 
one.   Individuals  and  development  organizations  capable  of  carrying  out 
major  projects  have  a  nation-wide  market  from  which  to  choose  those  proj- 
ects to  which  they  will  commit  themselves.  Profit  opportunities  In  Boston 
must  therefore  be  capable  of  competing  not  only  with  those  available  In  th« 
immediately  surrounding  area  but  also  with  the  general  real  estate  market 
in  a  range  of  communities  across  the  country.  Within  this  broad  national 
market,  up  till  the  present  time  Boston  has  offered  relatively  little. 

Recent  Office  Construction  Activity 

In  the  past  five  years,  central  Boston  has  seen  limited  activity,  to  the 
extent  of  about  750,000  square  feet  of  construction.  For  the  most  part, 
this  space  can  be  classified  as  representing  an  expression  of  the  needs 
of  individual  businesses  rather  than  speculative  investment  by  profit- 
motivated  developers.  The  major  additions  have  occurred  within  the  Insurance 
industry  and  reflect  a  growth  which  is  national  in  scope,  comparatively  un- 
related with  local  Boston  or  even  New  England. 

As  noted  in  the  facing  table,  the  three  largest  recent  additions  to  the 
office-space  market  in  Boston  are  the  Travelers  Building,  the  Blue  Cross- 
Blue  Shield  Building,  and  the  Liberty  Mutual  Building.   In  addition  to 
these  three  major  structures,  which  are  understood  to  have  been  developed 
by  the  companies  themselves,  several  other  buildings  have  come  into  being 
as  the  result  of  investment-oriented  interests.  Their  size,  however,  has 
been  comparatively  small.  Their  locations  in  all  cases  have  been  of  highest 
prestige,  and  all  appear  to  enjoy  tenants  of  highest  financial  standing, 
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thus  guaranteeing  maximum  opportunities  for  long-term  financing.  The  IBM 
Building  and  the  McGraw-Hill  Building  represent  specific  examples. 

At  the  present  time,  several  other  major  developments  are  under  way,  the 
very  existence  of  which  is  indication  of  some  change  in  the  character  of 
the  Boston  office  market.  These  portents  of  change  are:  (1)  Prudential 
Center,  (2)  50  Pearl  Street,  and  (3)  541  Boylston  Street. 

Prudential  Center,  of  course,  probably  represents  the  major  development  of 
the  postwar  period.  The  project  is  significant  not  only  because  of  its  size 
and  the  scope  of  proposed  improvements  but  also  because  of  related  pioneer- 
ing efforts  in  securing  a  more  favorable  tax  treatment  for  major  real  estate 
developments.  The  project  itself  has  been  under  discussion  since  the  mid- 
fifties,  and  construction  is  now  under  way.   It  Is  understood  that  rent 
levels  for  general  tenant  space  will  range  between  $6  and  $6.50  per  square 
foot . 

Since  Prudential  is  not  dependent  upon  conventional  financing,  it  is  quite 
possible  that  rent  levels  of  this  magnitude  will  be  attained.  However, 
should  major  space  users  in  addition  to  the  Prudential  Insurance  Company 
be  attracted,  negotiated  rents  of  a  somewhat  lesser  magnitude  may  result. 
Prudential  Center  is  of  particular  importance  since  it  will  provide  one  of 
the  first  major  tests  of  the  market  for  new  office  space  in  central  Boston  - 
this  despite  the  fact  that  its  location  is  not  contiguous  with  the  finan- 
cial and  business  district  of  the  city.  The  Copley  Square  area  has  received 
substantial  attention  in  recent  years  as  both  a  retailing  and  a  secondary 
cofTwnercial  center.  The  addition  of  Prudential  Center  to  the  area  will  create 
a  major  focus  of  varied  commercial  activity  and  a  substantial  competitive 
threat  to  Government  Center.  The  major  effect  of  Prudential  Center  as  a 
competitive  project  may  be  that  prospective  tenants  for  the  Prudential  Center 
building  (who  also  represent  prospects  for  prestige  additions  in  Government 
Center)  will  be  absorbed  by  the  time  Government  Center  projects  are  on  the 
market . 

The  50  Pearl  Street  development  is  again  somewhat  unusual  in  that  the  major 
portion  of  the  development  parcel  was  secured  at  land  auction  by  a  group 
of  English  investors.  While  it  has  been  reported  that  the  building  Is 
scheduled  for  start  in  the  very  near  future,  there  appears  to  be  little  or 
no  site  activity.  Because  of  the  lack  of  overt  activity,  information  as 
to  leasing  progress  or  prospective  major  tenants  is  not  available.   It  is 
understood  (through  sales  literature)  that  the  project  will  contain  some 
950,000  square  feet  of  gross  space  of  a  design  character  likely  to  be  strongly 
competitive  with  prestige  buildings  planned  for  Government  Center.  The 
location  of  the  proposed  50  Pearl  Street  building  Is  somewhat  similar  to 
that  of  Government  Center  in  that  it  is  on  the  fringe  of  the  financial  and 
commercial  district  of  Boston.  However,  it  is  a  single  building  enjoying 
a  parcel  of  only  modest  size;  and  therefore  possible  design  wienltles  are 
somewhat  restricted  when  compared  with  what  can  be  accomplished  in  Government 
Center. 
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There  is  little  information  available  concerning  5^1  Boylston  Street 
beyond  the  fact  that  certain  preliminary  facets  of  construction  have  been 
undertaken.  The  building  appears  to  be  designed  to  a  size  of  approximately 
115,000  square  feet  of  gross  area  and  represents  one  of  the  few  downtown 
instances  of  real  estate  development  by  investors  interested  in  specula- 
tive profits- 

The  above  suggest  increasing  activity  in  Boston.  The  degree  to  which  this 
activity  reflects  motives  other  than  speculative  profit  (Prudential  Center) 
shows  that  Boston  has  yet  to  generate  major  profit-oriented  construction 
interest.  While  the  English  building  is  some  sign  of  a  change,  possibly 
the  fact  of  major  importance  is  that  Prudential  Center  has  helped  force  a 
new  look  at  the  real  estate  tax  problem.  Proof  that  this  problem  can  be 
diminished  through  established  channels,  at  least  in  the  instance  of  urban 
renewal  land,  could  break  the  roadblock  which  has  thus  far  inhibited 
investor  interest  in  office  construction. 

The  M«keu0  of  the  Office-Space  Market 

Total  demand  for  office  space  reflects  the  needs  of  substantially  different 
space  users.  Two  major  groups  may  be  defined.  The  first  includes  locally 
oriented  business  and  such  services  as  provided  by  lawyers,  doctors,  real 
estate  offices,  local  insurance  offices,  etc.  The  second  encompasses 
business  firms  and  institutions  operating  within  a  broader  area  than  the 
local  community.  The  most  obvious  examples  may  be  found  In  cities  such  as 
New  York  and  Pittsburgh.  But  Boston  has  its  share  being  a  major  seat  of 
insurance  companies  and  many  large  manufacturing  and  industrial  organiza- 
tions.  In  addition,  Boston's  financial  district  is  a  major  source  of 
capital  in  the  world  financial  market  and  serves  a  substantially  broader 
market  than  that  measured  by  the  needs  of  the  New  England  area.  Recogni- 
tion of  the  national  markets  being  served  from  Boston  suggests  that  Boston 
enjoys  a  substantial  base  of  larger  institutions  and  commercial  organiza- 
tions whose  activities  are  related  more  to  the  national  economy  than  to 
that  of  Boston  or  even  New  England. 

Office  space  users  have  the  ability  to  compress  their  activity  substan- 
tially and  by  doing  so  Increase  their  business  several  times  while  not 
actually  increasing  their  spaceo   It  Is  apparent  from  the  fol IcMlngtables 
that  there  has  In  fact  been  an  increase  in  total  office  employment  In 
Boston  during  recent  years  without  a  significant  change  In  total  space. 
This  suggests  a  substantial  pent-up  demand  which  when  realized  should 
influence  the  market  for  space  as  follows:  first  by  making  immediate 
requirements  for  space  felt  now,  second  by  making  allowance  for  future 
expansion.  Individual  firms  could  actually  have  needs  of  150%  to  200% 
of  their  existing  space. 

This  pent  up  demand  Is  expressed  in  several  areas.  We  note  a  significant 
difference  in  the  impact  of  major  space  users  making  management  decisions 
as  to  their  future  space  needs  and  the  incremental  demand  from  a  series  of 
smaller  space  users.  The  availability  of  major  users  requiring  space  Is 
typically  the  pivotal  move  necessary  to  yield  new  construction  (for  exam- 
ple. Prudential.)   There  is,  in  addition,  a  competitive  aspect  to  the 
realization  of  new  office  demand  which  appears  to  create  some  accelera- 
tion in  space  absorbtion  once  some  firms  have  relocated. 
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EMPLOYMENT  IN  OFFICE  ACTIVITY:  19^7  AND  1957 
DOWNTOWN  BOSTON 


Type  of  Office  Activity 

Insurance  Carriers 

Utilities 

Banking 

Real  Estate  Owners, 
Operators,  Managers, 
and  Speculative  Builders 

Insurance  Agents, 
Brol<ers  and  Services 

Security  Dealers 
and  Brokers 

Law 

Architecture  and 
Engineering 

Credit  Agencies  and 
Investment  Trusts 

All  Office  Activity: 
TOTAL 


1947 
17,640 
11,134 

6,574 


1957 
20,339 
12,191 

7,506 


4,390  4,010 

3,305  4,479 

2,656  3,007 

2,161  2,459 

2,157  4,220 

'.858  2.205 


Net  Change 
2,699 
1.057 
932 

-  380 

1.174 

351 
298 

2.063 
-2ftZ 


51.875         60.416  8.541 


%   Change 
15.3 
9.5 
14.2 

-  8.7 

35.5 

13.2 
13.8 

95.6 

18.8 
16. 


EMPLOYMENT  IN  OFFICE  ACTIVITY:  1947  AND  1957 
THE  BOSTON  METROPOLITAN  AREA 


Employment  in 
Downtown  Boston 
Rest  of  Boston  City 
Rest  of  B.M.A. 
TOTAL  B.M.A. 


1947 
51,875 
14.479 
22.018 
88.372 


1957 

60,416 

24,763 

25.403 

110.582 


%  Chanq< 
16.5 
71.0 
15.4 
25.1 
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EMPLOYMENT  BY  MAJOR  CLASSES:  1947  AND  1957 
DOWNTOWN  BOSTON 


Major  Class 

Manufacturing 

Wholesal ing 

Retailing 

Primary  Production 

SUB  TOTAL 

F  i  nance 

Services 

Utilities 

SUB  TOTAL 

N.E«C. 

All  Classes:  TOTAL 


MZ 

35,589 
26,029 
40,832 
10,194 
112,644 
36,505 
23,471 
17,468 
77,444 


360 


26,540 
21,064 
35,766 
6,836 
90,206 

41,613 
26,166 
18,508 
86,287 
111 


Net  Change 

-  9,049 

-  4.965 

-  5,066 

-  3.358 
-  22,438 

5,108 
2,695 
1,040 
8,843 

-  209 


%  Change 

-  25.4 

-  19.1 

-  12.4 

-  32.9 

-  19.9 
14.0 

11.5 

6.0 

11.4 

-  58.0 
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BUILDING  VACANCY  SURVEY 
BOSTON,  MASSACHUSETTS 
COMPARATIVE  STATISTICS 


Date 

of 

Survey 

Number 
Bui Idings 
Reported 

May  1963 

53 

May  1961 

53 

May  1959 

55 

May  1957 

123 

Total  Sq.  Ft. 
Rentable  Area^ 

Square  Feet 
Vacant 

Per  Cent 

of 
Vacancy 

3,(M,3kk 

190,226 

5.07 

2,608,109 

121,323 

4.65 

2,905,963 

142,638 

4.91 

6,3^,063 

216,985 

3.42 

*  "Total  Rentable  Area"  does  not  include  basement  space,  first-floor 
store,  banl<  area,  or  owner-occupied  space  that  is  not  for  rent. 

Note:   Exclusion  of  owner-occupied  space  from  the  total  of  all  Boston 
office  space  overstates  vacancy  rates. 

Source:  Building  Owners  and  Managers  Association,  Boston  Massachusetts. 
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While  analysis  of  office-space  demand  calls  for  review  of  market  indi- 
cators such  as  employment,  value  added  by  manufacturing,  and  similar 
market  data,  the  office  space  inventory  of  itself  suggests  a  potential 
market  for  new  space.  There  is  little  reliable  information  concerning 
existing  occupancy  rates  in  Boston.  The  Building  Owners  and  Managers  "^ 
Association  (BOHA)  reports  that  in  2,600,000  square  feet  as  represented 
by  some  53  Boston  buildings,  there  was  a  vacancy  average  of  4.65%  in 
I96I.   In  1963  BOMA  figures  show  an  increase  in  total  space  and  an  in- 
creasing vacancy  rate,   it  is  our  understanding  that  the  buildings  making 
up  this  3,000,000  square  feet  are  primarily  in  the  Class  A  or  prime 
category  and  thus  represent  those  structures  which  ^r*   and  will  be  most 
competitive  with  buildings  to  be  developed  in  Government  Center.  Older 
space,  falling  In  Class  B  or  Class  C  categories,  can  be  assumed  to  be 
subject  to  vacancy  ratios  substantially  in  excess  of  the  noted  rate. 
Even  assuning  the  availability  of  large  amounts  of  vacant  space  at  low 
rentals,  such  a  market  fact  need  not  be  a  deterrent  to  the  marketability 
of  Government  Center  parcels.  The  competitive  effectiveness  and  inter- 
play among  new,  prime-quality  buildings  Is  not  related  to  any  great 
extent  to  conditions  existing  in  older  Class  B  and  Class  C  space. 
Occupancy  levels  in  the  better  buildings  are,  of  course,  of  interest. 

in  considering  the  magnitude  of  the  Boston  office  market  the  amount 
of  space  available  through  Government  center  and  other  major  private 
buildings.  It  appears  that  the  amount  of  new  space  is  very  substantial, 
it  is  well  to  note  that  reliable  estimates  indicate  a  total  Boston  in- 
ventory of  over  20,000,000  square  feet.  Obviously  the  BOMA  reported 
figures  represent  only  a  minor  portion,  even  In  recent  years  the  report- 
ed space  has  declined  by  over  50%.  This  suggests  a  vast  market  with  a 
large  inventory  comprised  in  the  main  of  older,  obsolete  structures. 

It  Is  understood  that  the  750,000  square  feet  of  space  built  within  the 
past  five  years  enjoys  a  very  high  occupancy  level,  and  the  BOMA  report 
confirms  the  fact  that  prime  space  in  Boston  does  not  go  begging  on  the 
market.  Known  obstacles  to  development  of  new  space  on  a  profitable  basis, 
plus  the  rapid  absorption  by  the  market  of  that  space  which  has  been 
developed,  suggest  that  a  substantial  pent-up  demand  exists  among  office- 
space  users. 

The  Effect  of  Rental  Levels 

Even  assuming  that  considerable  untapped  demand  exists  in  the  Boston  market, 
the  degree  to  which  this  demand  will  be  activated  and  absorbed  will  be  to  a 
considerable  extent  governed  by  the  price  at  which  new  space  comes  onto  the 
market.   Existing  space  in  Boston,  even  in  buildings  of  substantial  age,  is 
found  to  command  substantial  rentals.  Host  Class  A  space  in  Boston  rents 
for  figures  in  excess  of  %h   per  square  foot.  However,  there  are  few  instances 
of  rentals  exceeding  $5  per  square  foot,  and  only  the  most  recently  developed 
buildings  have  exceeded  a  $6  figure  for  even  a  portion  of  their  space. 
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SELECTED  LISTING  OF  BOSTON  OFFICE  RENTERS 


Class  A 


1.  Travelers  Building  $6.00  -i- 

2.  McGraw  Hill  6.00  + 
2.  Liberty  Mutual  5*50  -i- 


Class  B 


1.  Shavmut  Bank  $4.00  ■*■ 

2.  State  Street  Bank  4.50  + 

3.  Statler  Office  4.85  + 


Class  C 


1.  Walker  Building  $3.25  + 

2.  Little  Building  3. 60  •*■ 

3.  Tremont  Building  3*90+ 
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The  existing,  substantia]  pent-up  demand^  may  be  expected  to  increase  with 
growth  in  general  business  activity.   However,  the  ability  to  realize  this 
demand  will  be  to  some  extent  controlled  by  the  rent  levels  at  which  space 
becomes  available.   Office  space  users  have  generally  proven  their  willing- 
ness to  be  flexible  by  the  fact  that  they  have  made  do  with  older,  existing 
structures  in  recent  years,  even  in  the  face  of  population  and  business 
expansion.  Thus,  their  ability  to  withstand  pressures  for  expansion  until 
space  becomes  available  of  a  total  character  deemed  advisable,  is  indicated. 
One  of  the  critical  items  in  this  overall  character  will,  of  course,  be  the 
level  of  rents. 

Experience  in  comparable  metropolitan  areas,  as  adjusted  to  construction 
cost  figures  appropriate  in  the  Boston  area,  suggests  that  it  will  be 
difficult  if  not  impossible  to  develop  prime  space,  conforming  with  Govern- 
ment Center  plans,  for  rent  levels  of  less  than  $5<50  to  $6.50  per  rentable 
square  foot.  While  the  "Class  A"  space  Indicates  buildings  wholly  post-war 
in  nature  these,  of  course,  are  in  the  minority  and  are   shown  to  indicate 
the  "top"  end  of  the  market  for  competitive  space.  While  such  a  general 
level  may  not  be  applicable  to  major  tenants  seei<ing  large  blocks  of  space, 
it  is  believed  that  smaller  tenants  range  of  rents,  within  position  in  the 
range  depending  upon  final  design  and  standards  of  individual  buildings. 

The  Government  Center  Project 

Plans  and  specifications  for  Government  Center  indicate  that  development 
controls  will  allow  for  the  construction  of  over  2,000,000  net  square  feet 
of  private  office  space  to  be  incorporated  within  some  40  acres.  The  total 
acreage  is  broken  down  into  parcels  for  disposition,  and  at  least  two  of 
the  parcels  are  subject  to  further  subdivision  depending  upon  the  method 
of  sale  used  at  the  time  of  disposition. 

While  the  addition  of  over  2,000,000  square  feet  of  rentable  space  to  the 
Boston  market  obviously  represents  a  drastic  change  in  the  total  Boston 
inventory,  when  divided  by  the  five  or  six  years  that  will  be  required  for 
development,  the  figure  becomes  a  much  more  manageable  one  of  some  ^400,000 
square  feet  per  year.  Recognizing  that  this  space  will  be  In  addition  to 
that  to  be  provided  in  Prudential  Center  and  other  activity  instances  al- 
ready mentioned,  it  still  does  not  represent  an  unusual  figure  for  a  metro- 
politan area  of  the  size  of  Boston.  A  look  around  the  country  indicates 
that  the  city  of  Boston  is  the  last  major  population  focus  in  the  continen- 
tal United  States  to  reach  the  point  of  a  post  2nd  World  War  office  space 
construction  boom. 


The  potential  of  this  demand  can  be  to  some  degree  measured  by  the 
level  of  activity  that  has  found  expression  in  comparable  cities. 
This  point  is  touched  upon  in  the  final  portions  of  this  discussion. 
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While  construction  experience  in  New  York  and  Chicago  is  not  really  com- 
parable, that  of  Philadelphia  and  Pittsburgh  is  as  close  to  direct  com- 
parability as  nriay  be  found.   In  the  Philadelphia  instance,  the  four  years 
running  from  1956  through  1959  saw  over  750,000  square  feet  of  space  being 
absorbed  per  year  (as  part  of  a  380,000  square  foot  average  for  1950  through 
1959)  with  no  great  effect  on  long-term  occupancy  levels.  Admittedly,  the 
atmosphere  for  construction  in  Philadelphia  has  been  considerably  more 
attractive  than  that  in  Boston.  The  Pittsburgh  experience  is  therefore  of 
particular  interest  since  tax  problems  in  this  city  have,  as  in  Boston,  tended 
to  act  as  a  deterrant  to  new  construction.  The  decade  of  1950  saw  an  average 
growth  rate  of  about  270,000  square  feet  per  year  in  central  Pittsburgh  with 
435,000  square  feet  of  office  space  coming  on  stream  for  each  of  the  years 
1951  through  195^.  The  fact  that  for  the  first  time  real  attempts  are  being 
made  to  overcome  the  real  estate  tax  obstacles  to  development  in  Boston  and 
that  central  Boston  represents  one  of  the  last  remaining  comparatively  un- 
tapped office  space  markets  in  the  United  States,  could  result  in  an  office 
space  boom  similar  to  that  which  Philadelphia,  Pittsburgh  and  other  cities 
have  been  enjoying  for  a  number  of  years.   Both  cities  represented  similar 
apparently  stagnant  markets  prior  to  the  noted  surge  in  development. 

Recognizing  that  there  is  little  or  no  precedent  for  development  activity 
of  the  extent  projected  for  the  Boston  area,  and  that  Government  Center  re- 
presents a  pioneering  effort  in  what  is  outwardly  a  comparat ivaly  stagnant 
market,  it  is  the  opinion  of  your  appraiser  that  sufficient  market  does 
exist  in  the  Boston  area  to  absorb  the  full  extent  of  private  development 
programmed  for  Government  Center.  The  basis  for  this  conclusion  is  summa- 
rized in  the  following  points: 

1.  The  project  will  create  a  climate  of  activity.  The  federal, 
state,  and  city  parcels  will  emphasize  the  focus  that  govern- 
ment uses  can  bring  to  an  area,  thus  stimulating  private  groups 
to  examine  their  own  space  needs  possibly  in  terms  of  major 
home-office  facilities. 

2.  A  project  of  the  size  and  scope  of  Goverrenent  Center  will  pro- 
vide a  distinct  atmosphere  and  environment  of  its  own,  one 
sufficient  to  generate  and  sustain  land  values  over  a  substan- 
tial period  of  time  and  thus  minimize  long-term  investment  risk. 

3.  The  design  and  project  amenities,  including  transportation  and 
esthetic  considerations,  inherent  in  the  development  of  the 
government  structures  will  provide  a  significant  showpiece  for 
real  estate  developers,  possibly  appealing  to  institutional 
interests  wishing  to  enhance  their  corporate  image  or  to  take 
advantage  of  the  advertising  value  of  the  project. 
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On  the  more  practical  side,  urban  renewal  wilt  provide  direct  stimulants  to 
office  space  development  of  sufficient  impact  to  overcome  deterrents  to 
office  construction  that  have  limited  development  in  recent  years.  For 
example: 

1.  Urban  renewal  overcomes  problems  of  site  assembly  that  generally 
tend  to  block  development  in  major  metropolitan  areas. 

2.  Under  recent  legislation,  urban  renewal  will  offer  tax  relief 
previously  unavailable  in  the  city  of  Boston.  Businesses  and 
developers  may  qualify  as  redevelopment  corporations,  and  thus 
take  advantage  of  negotiated  tax  benefits  allowed  under  Section 
121A.* 

For  the  above  reasons  it  is  believed  that  a  marlcet  for  the  total  amount  of 
programmed  private-development  office  space  in  Government  Center  does  exist. 
Developers  will  be  attracted  to  Government  Center  because  of  the  magnitude 
and  design  amenities  of  the  project  itself,  the  focus  created  by  the  govern- 
ment buildings  and  government  activities,  the  availability  of  assembled 
properties,  and  the  availability  of  special  tax  legislation  allowing  for  a 
controlled  but  probably  more  profitable  investment  than  has  previously  been 
the  case. 

*        *        * 

2.  Transient  Us»s 

it  is  a  much  discussed  fact  of  downtown  life  that  the  transient  housing 
industry  for  many  years  reflected  a  complete  lack  of  growth,  at  least  in 
terms  of  major  downtown  hotels,  and  that  the  phenomenon  of  new  hotel 
construction  has  only  recently  emerged  after  a  twenty  to  thirty-year 
hiatus.  As  in  any  such  instance,  the  causes  of  the  cessation  of  expan- 
sion and  the  factors  that  have  contributed  to  renewed  interest  in  such 
expansion  are  multiple  and  intertwining.   They  include  the  rising  cost 
of  downtown  land  and  construction  against  a  decreasing  net  return  In 
hotel  operations;  the  Increased  speed  of  transportation  decreasing  the 
need  for  overnight  trips;  the  increased  use  of  the  automobile,  consequent 
downtown  congestion,  and  the  desire  for  convenient  free  parking  space; 
the  obsolescence  of  existing  facilities  to  a  point  beyond  that  capable 
of  attracting  that  share  of  existing  trade  necessary  for  profitable  op- 
eration; the  Increasing  convention  business  and  the  change  In  physical 
facilities  that  attracting  such  business  requires;  the  shift  to  chain 
ownership  and  operation  of  major  transient  structures  and  the  tax  shelter 
that  such  chain  organizations  offer  to  periodic  development  of  major 
structures;  the  demonstrated  ability  of  new,  well-run  facilities  to  take 
their  share  of  the  market  off  the  top,  thus  tending  to  dilute  the  income 
stream  of  older  structures  and  to  further  reduce  their  capacity  to  renovate 
to  the  extent  necessary  to  compete;  and,  finally,  the  difficulty  in 
estimating  potential  success  and  financial  returns  because  of  th«  very 
complexity  of  the  market  situation  as  influenced  by  all  of  the  factors 
above  noted. 


*  A  more  complete  discussion  of  Section  I2IA  Is  presented  in  Section  III, 
page  26. 
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In  most  Instances,  transient  facility  growth  has  taken  the  form  of  motels 
catering  to  the  automobile  public  at  locations  fringing  the  cities  which 
they  serve.   Examples  of  downtown  development  are  increasingly  evident, 
however;  and  the  natural  evolution  of  the  total  process  has  been  to  lead 
to  a  hybrid  development  offering  the  convention  facilities  that  "motels" 
do  not  provide  and  the  parking  ease  and  convenience  that  were  not  requi- 
sites of  downtown  hotel  success  in  years  past.   It  has  been  the  general 
experience  of  the  transient  facility  industry  that  well-promoted  and 
attractive  new  facilities  can  prove  to  be  a  profitable  investment  if  only 
because  they  prove  so  superior  to  existing  structures  as  to  be  able  to 
achieve  a  market  despite  the  quantity  of  the  competition.  Quality,  In 
all  its  material  and  service  connotations,  appears  to  be  the  most  signifi- 
cant ingredient. 

This  latter  theory  is  about  to  be  put  to  a  most  stringent  test  through  the 
construction  of  the  Hotel  Corporation  of  America's  1,100-unlt  convention 
hotel  In  Prudential  Center.  With  this  single,  most  Important  exception, 
transient  facility  growth  In  Boston  has  been  and  is  taking  the  form  of 
motels  designed  to  offer  the  quality  advantages  mentioned  above,  but  not 

pointed  specifically  toward  convention  business.   It  is  within  this 
atmosphere  that  the  proposed  motor-hotel  facility  in  Government  Center 
must  take  its  place. 

It  is  the  opinion  of  your  appraiser  that  a  parcel  7  location  for  transient 
facilities  offers  many  advantages.  The  most  obvious,  of  course,  is  the 
prestige  of  the  location  Itself;  but  other  practical  advantages  accrue. 
Immediate  access  to  the  John  F.  Fitzgerald  Expressway  makes  parcel  7  a 
most  central  location  for  facilities  catering  to  both  airport  and  auto- 
mobile transients.   Major  amounts  of  private  office  space,  as  well  as 
government  space,  to  be  developed  in  the  project  area  will  add  to  the 
demand  generated  by  the  adjacent  business  and  commercial  center  of  the 
city.   Tourist  advantages  are  evident  as  a  result  of  the  proximity  of 
parcel  7  to  historical  Boston  and  the  Freedom  Trail.  The  very  existence 
and  promotion  of  the  Prudential  Center  Convention  Hotel  could  tend  to 
increase  transient  facility  use  in  Boston  and  a  motor-hotel  in  Government 
Center  of  equal  quality  but  lesser  size  would  be  in  a  most  advantageous 
position  to  capitalize  upon  this  increase.  All  of  these  factors,  coupled 
with  the  acknowledged  position  of  Boston  as  a  center  of  the  insurance 
industry,  of  quality  educational  institutions,  and  as  a  major  medical 
center,  indicate  that  a  market  for  new  transient  facilities  is  available 
in  the  city. 

To  add  to  the  attractiveness  of  the  situation,  an  increasing  number  of 
organizations  of  national  scope  are  concentrating  attention  upon  the 
transient  facility  industry;  and,  therefore,  developer  interest  should 
prove  quite  active. 

Recognizing  that  It  will  probably  not  be  possible  to  compete  for  the 
scale  of  convention  activity  that  Is  intended  to  be  accommodated  In  the 
Prudential  Center  development,  for  the  above-noted  reasons  it  is  thought 
likely  that  a  smaller-scale  development  of  between  300  and  400  units  can 
prove  successful  assuming  imaginative  design  and  active  promotion.  Your 
appraiser  has  made  both  of  these  assumptions  and  has  further  established 
that  land  requirements  will  reflect  the  space  needs  of  a  ^tOO-unit  facility 
capable  of  accommodating  convention  needs  of  up  to,  say,  300  persons. 
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SECTION  III 


THE  RESIDUAL  APPROACH 


The  residual  technique  is  one  of  the  two  basic  appraisal  methods  of 
establishing  the  value  of  land.   Its  approach  is  primarily  one  of  assuming 
the  logical  financial  components  of  the  prospective  land  usage  and 
determining  from  these  data  that  amount  that  can  be  paid  for  the  land 
on  which  the  structure  is  to  be  built.   Its  applicability  is  particularly 
useful  in  situations  where  market  data  is  not  available  or  is  sufficiently 
different  to  reduce  its  effectiveness  in  establishing  comparability. 

As  previously  noted,  Boston*s  Government  Center  project  has  been  broken 
Into  16  parcels  with  specific  standards  and  uses  delineated  for  each. 
It  is  therefore  conceivable  that  each  one  of  these  parcels  could  be 
separately  analyzed  in  the  financial  manner  to  be  hereafter  described, 
under  various  assumptions  as  to  construction  costs,  operating  costs, 
occupancy  levels,  mortgage  possibilities,  and  the  like.   In  the  present 
instance,  this  was  not  thought  to  be  desirable.   Although  I6  parcels  are 
Involved,  we  find  ourselves  concerned  with  only  three  primary  cocnmcrcial 
uses  (thus  excluding  that  area  to  be  dedicated  for  park,  plaza,  and  other 
public  purposes).  These  four  uses  are  office  and  general  business  of 
both  a  public  and  private  nature,  motor-hotel,  and  parking,  both  at  level 
and  in  a  tiered  structure. 

Twelve  of  the  sixteen  parcels  have  been  designated  for  public  and  private 
office  or  general  business  uses.   The  density  controls  for  these  twelve 
parcels  could  allow  development  of  as  much  as  8,000,000  gross  square  feet 
of  office  space.   Three  of  the  largest  parcels  are  planned  for  public 
office  use  and  the  preferred  use  for  a  fourth  is  a  motor-hotel  or  general 
office  building.  Assuming  the  three  parcels  are  developed  publically  and 
the  fourth  is  developed  as  a  motor-hotel,  the  maximum  commercial  develop- 
ment is  reduced  to  a  figure  approaching  2,800,000  square  feet  of  gross 
bui Iding  area. 

The  purpose  of  the  following  discussion  is  to  describe  the  development 
of  pertinent  financial  data  to  be  applied  to  the  six  parcels  whose  controls 
indicate  commercial  office  use,  the  result  being  a  financial  analysis 
leading  to  a  land  residual  evaluation  for  the  redevelopment  area.   Each 
of  the  six  parcels  has  somewhat  different  controls  as  to  floor  area 
ratios,  setback  requirements  and  height  limitations.   Each,  of  course, 
enjoys  a  unique  location  in  the  project  and  each  is  expected  to  benefit 
from  the  dramatic  impact  and  focus  created  by  the  project  itself. 

Definition  of  permissible  use  for  each  parcel  does  not  go  beyond  the 
general  description,  general  office.   Each  developer  therefore  has  at 
his  discretion  decisions  as  to  construction  costs,  rent  levels,  tenant 
distribution  and  other  such  variables  which  affect  a  land  residual 
analysis. 
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Because  of  the  latitude  allowed  within  the  description,  general  office, 
average  cost  figures  were  selected  to  reflect  levels  acceptable  to 
speculative  office  space  developers;  that  is,  figures  which  allow  for 
normal  real  estate  development  profit  against  conventionally  recognized 
capital  costs  and  logical  rent  levels  within  the  context  of  the  Boston 
market. 

Your  appraiser  recognizes  that  certain  developers,  development  groups 
or  institutions  may  have  other  objectives  than  the  realization  of  real 
estate  profits.   It  is  also  recognized  that  the  unique  financial  posi- 
tion or  tax  structure  of  any  one  prospective  developer  could  make  an 
apparently  unprofitable  venture  a  realistic  one.   However,  to  base  reuse 
values  on  such  criteria  would  eliminate  the  major  portion  of  potential 
investment  interest ,  thus  tending  to  place  severe  limits  on  parcel 
marketabi I i  ty. 

The  data  used,  therefore,  has  been  chosen  in  the  context  of  an  attempt 
to  balance  possible  extremes  which  could  legitimately  occur  within  a 
project  of  the  size,  scope,  and  magnitude  of  the  Government  Center. 
The  resulting  land  residual  has  then  been  applied  to  all  parcels.   In 
the  appraisal  of  specific  parcels  recognition  is  given  to  possible 
advantages  or  disadvantages  enjoyed  by  any  individual  parcel. 

The  theory  of  the  residual  technique  calls  for  estimation  of  total 
capital  costs  exclusive  of  land,  assumptions  as  to  average  rent  and 
occupancy  levels,  assumptions  as  to  financing  and  probable  local  taxes, 
etc.   The  continuing  costs,  when  subtracted  from  the  assumed  income 
stream,  indicate  a  net  return  to  equity.   This  net  return  is  then 
capitalized  and  the  result  reduced  by  capital  costs  leaving  a  residual 
value.   The  experience  and  reasoning  which  guided  our  assumptions  as  to 
each  of  these  factors  are  described  hereafter.   It  should  be  noted  that 
all  figures  refer  to  "rentable  floor  area,"  that  is,  that  portion  of  the 
structure  to  be  occupied  by  tenants  and  for  which  rent  will  be  collected 
(in  contrast  to  gross  area  which  includes  all  area  within  walls). 

Average  Rent  Level 

From  the  general  description  of  project  Intent  as  presented  in  the 
project  controls,  it  is  assumed  that  the  development  standards  in  terms 
of  architecture  and  design  are  intended  to  be  quite  high  and,  in  keeping 
with  the  prestige  atmosphere  possible  and  desirable  in  a  project  which 
is  to  be  the  home  of  three  government  levels,  it  is  assumed  that  rent 
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levels  at  the  high  end  of  market  acceptance  will  be  achievable.   However, 
leasing  factors  and  decisions  as  to  whether  entire  floors  will  be  leased 
to  one  tenant  and  then  subdivided  by  him  at  his  discretion  (leasing  on 
a  gross-space  basis),  leasing  on  a  net  basis  to  smaller  tenants  according 
to  their  individual  needs,  or  some  combination  of  the  two  is  to  be  pursued, 
can  vary  average  rent  levels  considerably.  Experience  indicates  that, 
in  a  quality  building  for  which  the  major  portion  of  leasing  has  been 
accomplished,  small  space  units  could  command  a  price  as  high  as  $7  or 
even  $7.50  per  square  foot.  On  the  other  hand,  in  a  competitive  market, 
a  gross  lease  to  a  unique  tenant  for  several  floors  may  attract  a  lower 
factor  per  square  foot.   Further  averaging  may  occur  as  a  result  of  the 
choice  of  individual  redevelopers  to  approach  eith«r  the  high  or  the  low 
end  of  the  market,   it  therefore  appears  logical  to  assume  that,  in  balan9«, 
the  over-all  project  will  yield  rent  levels  averaging  $5.75  per  square 
foot.*  This  average  includes  within  its  scope  all  rentable  areas  -  first 
floor  retail  areas,  other  specialized  areas,  and  general  office  space. 
This  middle-ground  figure  is  felt  to  be  applicable  to  all  nonrehabi I itat ion 
parcels  with  which  we  are  concerned. 

Vacancy  Rates 

Even  under  an  assumption  of  full  occupancy,  normal  tenant  turnover 
will  reduce  the  unadjusted  income  stream  by  some  percentage  designed 
to  take  into  account  the  loss  of  rental  income  Inherent  in  tenant  turn- 
over and  in  the  time  needed  for  leasing  of  vacated  space.   In  addition, 
the  very  size  of  Government  Center  and  the  fact  that  Prudential  Center 
will  precede  and  overlap  Government  Center's  development,  suggests  that 
even  the  highest  quality  space  developed  in  Boston  will  be  subject  to 
market  factors  that  go  against  any  assumption  of  100%  occupancy. 

For  purposes  of  this  residual  analysis,  it  has  been  assumed  that  the 
vacancy  rate  will  average  5%  per  year. 

Operating  Expenses 

Operating  expenses  include  such  factors  as  cleaning,  heating,  electricity, 
elevators,  tenant  alterations,  repairs,  maintenance  and  general  admin  is- 
trative  expenses.   To  establish  an  applicable  figure  per  square  foot  for 
Government  Center,  our  primary  guide  has  been  the  I96I  Office  Building 
Experience  Exchange  report  published  by  the  National  Association  of 
Building  Owners  and  Managers  (BOHA) .   The  BOMA  report  indicates  averages 
for  cities  of  750,000  population  and  over,  for  the  middle  Atlantic 
including  Boston  within  its  definition,  according  to  the  number  of 
stories  in  the  building  in  question,  and  according  to  age.   Particular 
attention  was  paid  to  the  fact  that  structures  in  Government  Center  will 
be  new  and  that  most  of  them  will  fall  in  the  ten-  to  twenty-story  size 
category.   While  the  BOMA  report  indicates  a  range  of  between  $1.60  to 
as  high  as  $2.10  per  square  foot,  depending  upon  the  classification 


*  Recent  leasing  experience  just  outside  of  Boston  indicates  an  average  of 
about  $5-60  per  square  foot. 
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selected,  it  was  felt  that  the  over-all  picture  suggested  an  average 
of  $1.90  per  square  foot  excluding  real  estate  taxes.   This  figure 
was  accepted  for  purposes  of  our  residual  analysis. 

Local  Real  Estate  Taxes 

For  present  purposes,  it  has  been  assumed  that  prospective  developers 
will  take  advantage  of  the  tax  alleviation  offered  by  acceptance  of  the 
provisions  of  the  state  law  section  generally  referred  to  as  "I2I-A," 
It  is  our  understanding  that,  with  the  acceptance  of  a  limitation  of 
6%  return  to  equity,  the  developer  could  expect  real  estate  taxes  to  be 
negotiated  at  a  level  that  represented  approximately  20%  of  gross 
income.   It  is  understood  that  this  2C%  figure  includes  three  elements, 
two  of  which  are  set,  and  one  of  which  is  negotiable.   The  three  elements 
are  as  fol lows: 

1.  5%  of  gross  income. 

2.  $10.00  per  $1,000  of  assessment. 

3.  Any  additional  amount  which  the  corporate  developer  has  agreed  with 
the  city  to  pay  to  it  as  stated  in  the  developer's  application,  and 
possibly  a  second  additional  amount  if  gross  receipts  exceed  certain 
allowable  expenditures  and  dividends. 

It  has  been  assumed  that  20%  of  gross  Income  is  an  adequate  measure  of 
the  real  estate  taxes  to  which  project  development  will  be  subject. 

Depreciat  ion 

Depreciation  h«s  been  applied  at  2%,  thus  assuming  a  50-year  life 
expectancy.   Recognizing  that  in  any  individual  instance,  a  developer 
may  have  good  and  sufficient  reason  for  assuming  a  life  expectancy  of 
40  years  or  other  term  of  usefulness,  recent  Internal  Revenue  Bureau 
schedules  indicate  30  years  as  generally  applicable  to  office  space; 
and  therefore  a  50-year  use  life  is  assumed  in  our  calculations. 

Other  Income 

This  figure  includes  such  miscellaneous  sources  as  vending  machines, 
rental  of  meeting  rooms,  rental  of  special  equipment,  and  other  such 
otherwise  unclassified  sources.   Again,  attention  was  given  to  national 
and  regional  experience  as  indicated  by  the  I96I  BOHA  report;  and  a 
lOc  per  net  rentable  square  foot  figure  was  assumed  for  present  purposes. 

Capital  Costs 

Capital  costs  represent  all  costs  involved  in  the  development  process. 
Actual  construction  costs  make  up  the  largest  portion  of  the  total  as 
increased  by  a  number  of  other  factors  each  of  which  is  taken  up  below. 
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Construction  Costs.   In  line  with  the  development  concepts  that  have 
been  set  out  in  the  description  of  the  goals  of  Government  Center, 
it  would  be  improper  to  assume  a  building  cost  factor  that  did  not 
reflect  a  minimum  of  prestige  amenities  and  quality  construction. 
In  reviewing  the  experience  of  known  qualified  developers,  it  was 
found  that  building  costs  could  range  from  a  low  of  $13  to  $16  per 
square  foot  to  a  high  of  as  much  as  $35  or  more.   The  high  end 
represents  unique  institutional  space  in  which  conventional  real 
estate  prof  its  were  not  a  factor.   The  low  end  is  known  to  reflect 
architectural  design  and  construction  quality  of  a  degree  less  than 
that  which  would  be  acceptable  when  measured  against  the  standards 
to  be  applied  in  Government  Center.   Recent  experience  suggests 
that  a  building  cost  of  $22  per  square  foot  should  prove  adequate 
to  satisfy  the  stated  development  standards;  and  therefore  this 
figure  ($22  per  square  foot  of  rentable  area)  has  been  utilized  in 
our  analysis. 

Site  Costs.   According  to  the  Urban  Renewal  Plan  for  Project  Mass. 
R-35  (Government  Center),  land  will  be  delivered  to  the  developer 
in  a  cleared  and  leveled  condition.   Therefore  no  factor  for  site 
costs  has  been  Included  in  our  analysis. 

Development  Costs.   Development  costs  include  fees  for  services 
provided  by  architects,  engineers,  attorneys,  etc.   General  experience 
indicates  that  development  costs  so  defined  average  10%  of  basic 
building  costs.   Our  analysis  proceeded  under  this  assumption. 

Taxes  and  Insurance  During  Construction.  A  factor  of  $.30  per  square 
foot  as  dictated  by  general  experience  was  found  to  fit  well  within 
the  general  tax  structure  under  121-A.   The  tax  portion  of  this 
factor  is,  of  course,  subject  to  considerable  variation  since  there 
is  little  experience  to  guide  your  appraiser,  assuming  standards 
established  by  121-A.   Should  actual  experience  vary  from  that 
indicated  by  representatives  of  the  Boston  Redevelopment  Authority, 
this  $.30  figure  could  be  increased  considerably.   For  present 
purposes,  however,  the  figure  was  felt  to  be  acceptable  not  only 
in  terms  of  national  experience  but  for  Boston  as  well;  and  our 
analysis  proceeded  accordingly. 

Interest  on  Construction  Loan.   This  figure  represents  an  expcrience- 
dictated  factor  of  3 .825%  against  80%  of  capital  cost  and  reflects  the 
timing  of  take-down  requirements  inherent  In  normal  construction 
programming. 

Management  and  Leasing  During  Construction.   A  factor  of  k%   of  capital 
costs  has  been  applied  for  this  purpose.  Again,  it  represents  ex- 
perience; but  neither  it  nor  the  interest  on  construction  loan  are 
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PRO  FORMA  CAPITAL  COST  STATEMENT 
GOVERNMENT  CENTER  OFFICE  REUSE 

Cost  Per  Sq.  Ft.  of  Office  Spacl 

r«.^c  $22.00 

Construction  Costs  * 

Development  Costs 
Architects 
Engineers 
Legal 
Other 

Taxes  and  Insurance  during  Construction  .30 

86 

Interest  on  Construction  Loan  •'^ 

Management  and  Leasing  during  Construction 

Financing  Fee 

Contingency 

TOTAL  CAPITAL  COSTS  EXCLUDING  UND 

Rounded  To: 


*   Rentable  office  space. 


1.12 
.25 

1.41 
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PRO  FORMA  LAND  RESIDUAL  STATEMENT 
GOVERNMENT  CENTER  OFFICE  REUSE 


Guaranteed  Rent 

Less:  Vacancy  Allowance 
Operation  Expenses 
Taxes 
Oepreciac  ion 


Add  Other  Income 
NET  INCOME 


Per  Square  Foot  of  Office  Space  * 

$5.75 


$ 

.28 

1 

.90 

1 

.15 

^ 

?.8? 

$1.86 
.10 

$1.36 

Net  Income  Capitalized  at  6% 

Less  Capital  Costs 

LAND  RESIDUAL  PER  SQ.  FT.  OF  DEVELOPED 
OFFICE  SPACE 


$32.67 
28.00 


*  Rentable  office  space. 
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subject  to  great  variance  in  the  sense  that  the  factor  accounting 
for  taxes  during  construction  may  prove  to  be  understated. 

Financing  FeCo   1.125%  of  mortgage  requirements  which  are  assumed 
to  be  80%  of  capital  costs. 

Cont  ingency .  To  allow  for  unforeseen  expenses  during  construction, 
a  factor  of  5%  of  capital  costs  has  been  applied  and  represents  the 
final  consideration  in  the  development  of  total  capital  costs. 

The  accumulated  capital  costs  total  amounted  to  some  $28.1^  per 
square  foot  which,  for  analysis  purposes,  was  rounded  to  $28  and 
accepted  as  a  reasonable  measure  of  capital  costs  in  light  of  latest 
construction  experience  and  authoritative  publications.   In  the  table 
opposite  page  27,  these  factors  are  listed  so  as  to  illustrate  the 
structure  of  our  capital  costs  analysis. 


Using  this  basic  data,  the  residual  per  square  foot  of  land  flowing  to 
the  development  parcels  was  determined  for  each  square  foot  of  rentable 
office  space.  The  figure  represents  the  amount  a  purchaser  can  and 
possibly  will  pay  for  the  right  to  own  an  operating  square  foot  of  office 
space. 

The  pro  forma  analysis  prepared  for  the  office  space  in  Government  Center 
indicates  a  land  residual  amounting  to  $4.67  for  each  square  foot  of 
rentable  office  space  developed.   It  should  be  understood  that  this  price 
represents  developed  value;  that  is,  the  residual  flowing  to  land  after 
the  structure  is  in  existence,  leased  and  in  operation,  and  therefore 
must  be  adjusted  downward  to  reflect  the  costs,  risks  and  entrepreneurial 
profits  involved  in  any  major  office  structure. 

In  determining  that  percentage  that  a  developer  will  pay  for  undeveloped 
land  for  a  specified  use,  a  series  of  factors  must  be  taken  into  considera- 
tion. Among  them  are  the  cost  and  financial  implications  stated  above, 
a  broad  understanding  of  the  nature  of  the  market  and  the  market  forces 
in  action,  and  the  individual  characteristics  of  the  developer's  own 
position.   It  is  possible,  and  in  fact  not  uncommon,  to  find  that  the 
price  paid  for  a  parcel  of  land  exceeds  the  total  residual  value.  This, 
however,  typically  reflects  a  situation  involving  maximum  development 
demand  and  the  strongest  possible  market,  thus  attracting  groups  with 
unusual  financial  characteristics,  and  results  in  investment  for 
reasons  other  than  real  estate  profit.  As  has  been  discussed  previously, 
such  development  is  common  among  institutional  investors  either  for 
their  own  use  or  for  exceptionally  strong  properties  enjoying  leases 
guaranteed  by  major  corporations  with  little  prospect  of  extended  vacancies 
during  the  life  of  the  mortgage.   In  addition,  groups  or  individuals  in 
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unusual  tax  situations  often  find  that  investment  in  real  estate  provides 
a  tax  shelter  for  income  falling  in  the  higher  tax  brackets.   Benefits 
accrue   in  terms  of  depreciation  allowances  and  capital  gains. 

In  addition  to  the  above,  the  general  relationship  between  suburban  property 
and  central  business  district  property  must  be  considered.  Typically,  the 
risks  are  greater  in  noncentral  areas  forcing  developers  to  pay  significantly 
less  than  50%  of  developed  value  for  the  right  to  invest  in  properties 
located  in  these  areas.   General  experience  in  the  central  portions  of  our 
cities  has  been  that  risks  are  significantly  less,   land  values  more  stable, 
and  therefore,  development  somewhat  nxjre  assured.  The  right  to  develop 
such  property  naturally  carries  a  higher  premium. 

In  establishing  the  reuse  value  for  Government  Center  it  was  felt  that  the 
reuse  price  should  be  one  that  would  offer  opportunities  for  development  to 
the  largest  g'oup  of  developers  possible.  This  group  should  include  those 
unusual  investors  Inclined  to  pay  a  higher  price  either  for  tax  or  for 
inst i tut ional  reasons,  but  also  it  should  take  in  the  much  larger  number  of 
profit  motivated  developers  who  require  substantial  returns  for  entre- 
preneurial skill  and  development  ability.   Yet,  the  price  should  also  reflect 
the  strength  of  a  downtown  location,   !t  is  the  opinion  of  your  appraiser, 
therefore,  that  somewhere  between  30%  and  60%  of  the  total  residual  can  be 
applied  to  land,  the  balance  reflecting  the  value  returned  to  the  developer's 
risk  and  skill.   A  general  range  of  between  $2.30  and  $2.80,  is  indicated. 
For  analysis  purposes  a  middle  point  of  $2.50  has  been  utilized. 


Two  further  steps  remain  in  the  derivation  of  reuse  values  for  the 
parcels  available  for  sale  in  the  Government  Center  project.   The  first  is 
an  examination  of  recent  market  transactions  to  determine  if,  in  fact,  the 
land  residual  analysis  represents  a  fair  statement  of  experience  of  the 
Boston  market.   The  second  is  a  final  series  of  adjustments  designed  to 
reflect  the  general  reuse  controls  applied  by  the  local  public  agency  in 
addition  to  specific  controls  and  locational  factors  affecting  the  value 
of  individual  sites.  This  series  of  final  adjustments  results  in  the 
development  of  reuse  value. 
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SECTION  IV 


ANALYSIS  OF  RECENT  MARKET  TRANSACTIONS 


The  second  technique  used  to  establish  an  estimate  of  fair  market  value 
is  that  of  analysis  of  recent  transact  ions  in  the  local  market  which, 
after  adjustment  for  specific  peculiarities  of  these  sales,  becomes  a 
measure  of  the  market  value  of  land  that  is  undeveloped  but  prepared  for 
similar  development.   This  method  differs  somewhat  from  the  residual 
technique  in  that  sales  involving  improved  land,  if  they  are  to  be  speci- 
fically used  in  the  analysis,  are  individually  adjusted  to  the  market 
value  for  the  land  itself  before  being  utilized  as  a  comparative  tool 
for  establishing  the  goal  of  this  appraisal,  reuse  value. 

As  noted  in  the  introduction  to  this  report,  in  fact  there  are  no  commer- 
cial projects  in  Boston  with  comparability  to  the  large  size  and  number 
of  parcels  in  the  project.   Usually,  because  of  past  intensive  development, 
parcels  of  the  size,  nature,  and  possible  use  to  be  found  in  projects  such 
as  Government  Center  have  not  existed  on  the  market,  in  many  instances, 
for  as  many  as  50  years.   Even  in  cases  where  such  parcels  do  exist,  their 
land  size  is  rarely  that  of  any  one  of  the  individual  parcels  that  are  and 
will  be  available  in  Government  Center  nor  are  they  part  of  a  group  of 
parcels  each  of  which,  with  one  or  two  exceptions,  is  unlike  any  recent 
transaction  that  has  occurred  in  the  market  place. 

Nevertheless,  review  of  recent  transactions  that  have  occurred  In  Boston, 
particularly  those  involving  land  which  was  purchased  for  the  purpose  of 
office  development,  gives  some  definite  guides  to  land  value.   The  values 
so  determined  reflect  the  effects  of  such  varied  factors  as  local  real 
estate  tax  problems,  market  demand,  land  availability  and  consequent 
assembly  problems,  and  other  such  basics  to  office  development.   The 
transactions  that  your  appraiser  has  reviewed,  specif  leal ly  those  which 
appear  to  have  involved  purchases  for  office  use,  are  listed  in  the  appendix 
as  value  indicators  1  through  15-   The  first  seven  involve  the  purchase 
of  land  upon  which  office  buildings  were  or  will  be  developed.   The 
remainder  reflect  prices  paid  for  land  and  office  improvements.   In  each 
of  the  latter  instances,  it  was  apparently  the  purchaser's  purpose  to 
continue  the  operation  of  an  existing  building.   The  latter  grouping, 
while  not  specifically  applicable  to  our  present  problem,  does  tend  to 
illustrate  the  market  atmosphere  in  which  Government  Center  will  be  sold. 
In  the  latter  grouping  the  average  price  paid  for  each  square  foot 
of  net  rentable  area  exceeded  $4.   The  age  of  the  buildings  ranged  from 
comparatively  new  to  construction  prior  to  1930,  with  physical  condition 
in  most  instances  declining  with  the  increase  in  the  age  factor. 
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Of  more  direct  interest  for  present  purposes  were  those  seven  sales, 
listed  1  through  7  in  the  appendix,  which  involve  the  purchase  of  land* 
rather  than  land  and  usable  building.   it  is  to  these  seven  transactions 
that  greatest  attention  has  been  directed;  and,  therefore,  some  discussion 
of  each  seems  appropriate.   As  with  the  land  residual  analysis  all 
market  transactions  have  been  analyzed  in  terms  of  land  price  per  square 
foot  of  office  space  as  the  common  denominator. 

1.   Value  Indicator  No.  I .   Travelers  Insurance,  125  High  Street. 

A  parcel  of  some  ^7,500  square  feet  was  purchased  in  August,  I957i 
for  $^75,000,  and  thereafter  the  Travelers  Insurance  Building  was 
constructed.   The  parcel,  located  adjacent  to  the  business  and 
financial  district  of  central  Boston,  enjoys  a  position  close  to  the 
center  of  Boston's  commercial  and  financial  activity.   Vehicular 
access  is  provided  via  the  John  F.  Fitzgerald  Expressway,  and  in 
general  the  location  appears  to  be  one  of  prime  business  activity. 
The  building  itself  includes  16  floors  plus  a  basement,  and  is 
understood  to  have  approximately  223,000  square  feet  of  n«t  rentable 
area.  As  of  September,  1962,  the  building  contained  some  27  tenants, 
the  major  tenant  of  course  being  the  Travelers  Insurance  Company. 
The  location  enjoys  the  advantage  of  a  city  parking  facility  across 
a  bordering  street,  which  adds  greatly  to  the  60-space  capacity 
adjacent  to  the  building  itself.   The  property  is  owned 
by  the  Travelers  Insurance  Company  and  therefore  must  be  characterized 
as  an  institutional  investment  of  considerably  lesser  risk  than 
commercial  investments  against  which  reuse  values  are  to  be  determined, 
It  Is  understood  that  the  property  was  bought  at  a  city  auction  and 
that  bidding  at  the  time  was  not  particularly  active. 

An  analysis  of  the  development  on  the  property  indicates  that  a  land 
price  of  $10  per  square  foot  resulted  from  the  land  auction.   The 
development  on  the  property  indicates  a  land  purchase  price  of  $2.11 
for  each  square  foot  of  net  rentable  office  space  developed. 


In  the  majority  of  the  seven  value  indicator  transactions  under 
discussion,  an  existing  building  was  demolished  before  construction. 
Therefore,  the  resultant  demolition  cost  must  be  recognized  as  a 
portion  of  land  cost;  estimates  as  to  this  additional  expense  are 
extremely  difficult  to  ascertain  since  the  size  and  structural  type 
of  building  demolished  could  not  be  ascertained  with  sufficient  accuracy 
to  estimate  a  demolition  factor.   Information  that  did  prove  available 
suggested,  however,  that  demolition  expense   represented,  on  an  aver- 
age, less  than  5%  of  purchase  price  and  therefore  was  not  thought  to 
greatly  affect  the  results  of  this  analysis. 
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Value  Indicator  No.  2.   Blue  Cross-Blue  Shield  Building,  133  Federal 
Street.   This  parcel  of  19,9^7  square  feet  was  purchased  in  August, 
1956,  for  a  consideration  of  $500,000.   The  purchaser  was  the  Massa- 
chusetts General  Hospital  Service,  Inc.,  which  promotes  the  Blue 
Cross-Blue  Shield  programs  in  Massachusetts.   The  location  of  the 
parcel  is  an  unusual  one  in  that  it  represents  one  of  the  few  recent 
new  structures  in  Boston,  particularly  in  an  older  high-density 
area. 

The  development  of  a  new  office  building  at  this  location  is  probably 
a  result  of  the  institutional  nature  of  the  Massachusetts  General 
Hospital  Service,  Inc.,  and  their  unique  tax-exempt  status.   The 
building  of  course  does  not  qualify  as  a  commercial  building  either 
for  rental  or  for  development  purposes. 

In  terms  of  its  value  indicators,  the  land  price  per  square  foot  was 
$25.06.   The  land  price  per  square  foot  of  office  space  was  $4.76. 

Value  Indicator  No.  3.   IBM  Building,  506-32  Boylston  Street.   This 
parcel  of  some  24,750  square  feet  was  purchased  in  October,  1956, 
for  $650,000.  The  parcel  was  purchased  by  the  Pickaway  Corporation 
which  proceeded  to  lease  some  17,515  square  feet  of  land  to  IBM  for 
development  of  an  office  building  for  its  use. 

The  building  occupies  a  parcel  of  unique  characteristics  in  that  it 
has  a  dominant  location  in  the  Copley  Square  area  of  Boston,  which 
is  the  location  of  Prudential  Center  and  has  in  recent  years  become 
a  prestige  commercial  and  retail  area  of  central  Boston.  While 
somewhat  off  center  from  the  traditional  heart  of  business  and 
retailing  activity,  the  quality  aspects  of  this  area  certainly  indi- 
cate it  as  a  parcel  of  the  highest  prestige  and  capable  of  generat- 
ing maximum  land  value. 

In  our  review  of  this  transaction,  it  was  noted  that  the  total  parcel 
contains  some  24,750  square  feet.   The  initial  structure,  the  IBM 
Building,  was  developed  on  only  a  !7f515  square  foot  plot  of  ground. 
Subsequently,  a  four-story  building  covering  the  balance  of  the  property 
was  constructed  and  is  now  occupied  by  Best  &  Co.   In  November  I958 
following  the  ISM  lease  and  prior  to  the  construction  of  the  Best  & 
Co.  store  the  property  was  sold  to  the  New  England  Mutual  Life  Insurance 
Company  for  a  price  of  $3,918,000. 

For  present  purposes  the  1956  sale  of  land  prior  to  development  is 
of  specific  interest.   It  appears  that  the  initial  land  purchase  was 
made  by  a  development  group  motivated  primarily  by  real  estate  profit 
potential,  possibly  as  realized  in  the  subsequent  sale  to  the  life 
insurance  company.  The  office  building,  however,  was  developed  for 
institutional  purposes  and  the  building  is  not  a  general  rental  building. 
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In  order  to  fully  analyze  this  sale  it  is  necessary  to  make  certain 
basic  assumptions  with  regard  to  the  mechanics  of  the  transaction.   On 
a  pro  rata  basis  the  parcel  on  which  the  building  was  developed  would 
have  cost  some  $461,000  because  the  subsequent  lease  suggests  some- 
what different  motivation  for  development  of  the  parcel  and  while 
we  have  suggested  that  this  represents  a  per  square  foot  of  office 
space  land  cost  of  $6.69,  the  lease  terms  (which  are  unknown)  and  the 
lease  method  itself  somewhat  distort  this  as  a  meaningful  value  indi- 
cator. 

k.      Value  Indicator  No.  4.   McGraw-Hill  Building,  601-60?  Boylston  Street, 
This  transaction  involved  a  parcel  of  8,736  square  feet,  sold  by  the 
IBM  Corporation  to  A.  M.  Keating  for  a  price  of  $200,000.   The  building 
subsequently  developed  on  the  property  contains  35.000  square  feet 
of  net  rentable  area.   The  sale  was  made  in  August  1958. 

The  McGraw-Hill  Building  is  situated  directly  across  Boylston  Street 
from  the  above-described  IBM  Building.   Its  locational  characteristics 
are  therefore  quite  similar,  however,  the  parcel  size  is  substantially 
smaller  than  that  of  the  parcel  discussed  above.   The  Building  in- 
cludes seven  floors  and  a  basement,  and  because  of  the  nature  of  the 
tenants  using  the  building,  the  ratio  of  net  rentable  area  to 
gross  area  is  surprisingly  low  for  a  building  of  the  size  indicated. 
This,  however,  probably  is  a  reflection  of  the  prestige  location  and 
the  consequent  ability  to  command  substantial  rents. 

The  financial  indicators  resulting  from  this  sale  indicate  a  land 
price  of  $22.89  per  square  foot,  and  a  land  price  per  square  foot  of 
net  rentable  office  space  of  $5.71. 

5.  Value  Indicator  No.  5«   Liberty  Mutual  Insurance  Company,  175 
Berkeley  Street.   This  transaction  involves  a  purchase  in  December 
19^8,  involving  a  24,166  square  foot  parcel  purchased  for  a  price  of 
$362,500.   Following  the  purchase,  an  extension  to  the  existing 
Liberty  Mutual  office  building  was  developed.   Research  of  this 
transaction  and  the  resulting  structure  indicates  the  probability 
that  subsequent  construction  took  place  not  only  on  this  parcel 

but  also  on  lands  previously  held  or  controlled  by  the  purchaser. 
It  has,  therefore,  not  been  possible  to  determine  the  actual  extent 
of  development  undertaken  on  the  new  parcel.   It  is  known,  however, 
that  the  extension  of  the  structure  included  225,000  square  feet  and 
that  the  land  was  purchased  at  a  price  of  $15.00  per  square  foot. 

6.  Value  Indicator  No.  6.   541  Boylston  Street.   In  this  transaction  a 
parcel  of  8,960  square  feet  was  purchased  in  December  1951  by  541 
Boylston,  Inc.,  for  a  price  of  $250,000.   Recently  construction  was 
begun  on  the  property  for  the  development  of  a  building  of  some 

13  stories  and  containing  approximately  93,000  square  feet  of  net 
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rentable  area.   Since  construction  activity  began  only  recently, 
there  is,  of  course,  some  question  as  to  the  economic  characteristics 
of  the  development  which  is  now  apparently  under  way. 

The  location  is  also  a  prime  one,  on  Boylston  Street  between  the 
old  retailing  central  business  district  and  the  prestige  Copley 
Square  area.  It  is  significant  to  note  that  the  property  was  purchased 
some  eleven  years  ago  and  is  only  now  being  developed  for  office 
space. 

Using  certain  assumptions  as  to  the  extent  of  the  development  being 
undertaken  on  the  property,  the  following  value  indicators  have  been 
noted:   land  price  per  square  foot  -  $27.90,  and  land  price  per  square 
foot  of  net  rentable  office  space  -  $2.69- 

7.  Value  Indicator  No.  1.     50  Pearl  Street.   This  transaction  concerns 
the  recent  purchase  by  the  Boston  British  Properties,  Inc.,  of  a 
series  of  parcels  as  part  of  a  land  assembly  for  a  single  office 
structure  to  be  called  the  50  Pearl  Street  Building.  The  major 
parcel  was  purchased  in  1961  at  a  public  auction  from  the  City  of 
Boston  for  some  $800,000.   Following  this  purchase,  subsequent  minor 
parcels  were  purchased.   The  nine  parcel  total  indicates  a  land  price 
of  $25.20  per  square  foot  and  a  land  price  per  square  foot  of  net 
rentable  office  space  of  $1.80  per  square  foot. 

The  location  of  the  parcel  is  in  the  same  general  vicinity  of  the 
city  as  the  Travelers  parcel,  being  adjacent  to  the  financial  and 
business  districts  and  therefore  enjoying  some  prestige  as  a  commer- 
cial location.   Our  investigation  uncovered  some  nine  transactions. 

8.  Value  Indicator  No.  8.   The  development  of  Prudential  Center,  of  course, 
represents  the  significant  real  estate  development  in  the  City  of 
Boston  in  recent  years.   This  transaction  has  not  been  considered  as  a 
basis  for  valuing  the  Government  Center  project.   Your  appraiser  found  il 
necessary  to  eliminate  this  transaction  as  a  value  indicator  because 

of  substantial  problems  inherent  in  the  project  which  do  not  lend 
themselves  to  an  analysis  of  comparability.   For  example,  negotiations 
with  the  highway  department  and  subsequent  allowance  for  major  access 
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through  the  project,  the  necessity  for  special  accommodation  of  the 
railroad,  the  multiplicity  of  developments  including  250,000  square 
feet  of  commercial  area,  a  hotel  complex,  and  proposed  apartment  and 

convention  facilities all  substantially  cloud  analysis  of  the 

transaction  for  purposes  of  office  use.   The  long  history  of  litigation 
with  the  city  and  the  resulting  negotiated  tax  status  also  must  be 
considered.   Lastly,  the  institutional  nature  of  the  project  and  the 
probability  that  non-real  estate  factors  have  motivated  its  develop- 
ment add  to  the  difficulty  of  making  a  realistic  analysisof  the  total 
transact  ion. 


In  reviewing  the  eight  transactions  noted  above,  it  appeared  that  several 
were  suitable  for  use  as  tools  in  the  evaluation  of  land  purchases  for 
office  construction.   These  included  the  following:   (1)  the  Travelers 
Insurance  Building;  (2)  Blue  Cross-Blue  Shield  Building;  and  (3)  the 

McGraw-Hill  Building.   In  addition,  three  others (1)  5^*1  Boylston 

Street,  (2)  50  Pearl  Street,  and  (3)  the  IBM  Building were  applicable 

as  indicators  of  value  but  were  subject  to  some  question  because  either 
the  parcels  have  not  been  developed  or  certain  development  facts  are 
subject  to  adjustment. 

The  analysis  of  these  parcel s  ind icates  that  by  far  the  greatest  amount 
of  office  space  developed  in  recent  years  in  central  Boston  has  been  the 
result  of  institutional  action,  primarily  for  the  purpose  of  providing 
expansion  room  for  increased  business  activity.   Expressive  of  Boston's 
importance  in  the  insurance  industry,  the  primary  businesses  involved  in 

this  expansion  have  been  insurance  companies specifically  Prudential, 

Travelers,  Liberty  Mutual,  and  Massachusetts  General  Hospital  Service, 
Inc.   While  these  institutional  structures  were  probably  developed 
against  economic  factors  that  would  not  normally  attract  entrepreneurial 
interest,  only  one  minor  building  apparently  was  developed  as  a  result  of 
more  typical  real  estate  motivation.   This  was  the  McGraw-Hill  Building, 
which  in  a  sense  represents  a  somewhat  unique  transaction  because  of  its 
location  in  an  area  ofthe  highest  prestige  and  substantial  occupancy  by 
tenants  of  highest  credit  rating.   The  two  other  transactions,  5^1  Boylston 
Street  Building  and  the  50  Pearl  Street  Building,  which  apparently  involve 
development  by  investor  groups,  have  not  as  yet  been  completed. 

In  terms  of  market  value,  none  of  the  above  transactions  lend  themselves 
to  the  d  i  rect  establishment  of  fair  market  value  for  office  space  in 
central  Boston.   While  they  provide  a  very  valuable  key  to  arriving  at 
fair  market  value,  there  is  little  substantive  information  regarding  that 
price  which  the  vast  majority  of  real  estate  developers  would  pay  for 
land  in  central  Boston  for  office  building  development.   In  order  to 
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SUMMARY  OF  TRANSACTION  DATA 

Land  Price 
Net  Rentable  Paid  Per 
Space  -  New   Sq.  Ft.  of 
Date    Lot  Size   Price  Paid  Structures    Office  Space 
(Sq.  Ft.)  (Sq.  Ft.) 

1  Traveler's  Insur-  8/9/57  ^7.500     $^75,000      225.000       $2.11 

ance  Bui Iding 

2  Blue  cross  -      8/16/56  19.9^7     $500,000     105.000       $'♦.76 

Blue  Shield 

3  IBM  Building      10/24/56  24,750    $650,000      g.OOO 

Adjusted       10/24/56  17.515    $461,500      69.000       $6.69 

4  McGraw-Hill        9/4/58   8.736    $200,000      35.000       $5.71 

5  Liberty  Mutual     12/1/48  24,166    $362,500 

Insurance 

6  541   Boylston  12/17/51     8.960         $250,000  93.000*  $2.69  $27.5 

7  50  Pearl    Street  57.433  $1,447,300  800.000*  $1.80  $25.: 

(a)  6/29/62       3,907  $       92.500 

(b)  1/31/62       1.253  $       40.000 

c)  7/5/62       2.657  $     120.000  _       _ 

d  12/15/61     33.378  $     800.000       -       -       -       -  $23 

(e)  n/1/61        3.188  $       90,000 

(f  6/25/62  722  $       82 .SCO 

(q)  5/31/62       1.539  $      69.000 

(hi  8,222  $      132,500 

i  2,567  $       20,800 


*  Estimated   -  Rentable  area  based  on  80%  of  estimated   gross  area, 
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establish  a  basis  for  estimating  fair  market  value,  an  analysis  has  been 
undertaken  of  the  preceding  transactions  to  determine  the  price  that  has 
been  paid  in  the  noted  transactions.   In  keeping  with  the  format  of  this 
appraisal  these  prices  have  been  stated  in  terms  of  the  land  price  paid 
per  square  foot  of  rentable  office  space.   These  figures  are  shown  in 
summary  form  on  the  facing  table. 

for  those  buildings  which  have  already  been  developed,  it  will  be  noted 
that  the  land  price  paid  per  square  foot  of  rentable  office  varies  from 
$2.11  per  square  foot,  which  is  the  apparent  price  paid  in  the  Travelers 
Insurance  Building  example,  to  a  high  of  $6.69  which  represents  the 
adjusted  land  price  originally  paid  for  the  site  of  the  IBM 
building.   Noting  those  buildings  which  are  generally  institutional  in 
character,  we  find  prices  of  $2.11,  $^^.76,  and  $6.69(  of  which  the 
latter  two  areinexQess  of  the  adjusted  land  residual  figure  indicating 
the  fair  market  value  for  entrepreneurial  developed  office  parcels.   It 
is  interesting  to  note,  however,  that  the  low  price  In  the  group  (the 
Travelers   Insurance  Building)  which  represented  a  land  price  of  only 
$10  a  square  foot,  was  sold  at  public  auction.   Therefore,  In  a  sense,  it 
provided  an  open  market  opportunity  for  competition  with  developers;  yet 
the  price  only  reached  a  level  of  $2.11  per  square  foot  of  office  space 
developed.   The  two  other  parcels  (that  is  the  Blue  Cross-Blue  Shield 
building  and  the  IBM  building)  possibly  are  not  representative  of  fair 
market  value  in  the  typical  sense.   Both  represent  very  unusual  parcels 
of  land.   Blue  Cross-Blue  Shield  enjoys  a  tax  free  status.   The  apparent 
price  paid  for  the  IBM  parcel,  its  development,  and  subsequent  lease 
and  sale  to  an  institution,  while  not  an  uncommon  practice,  certainly 
does  not  represent  a  typical  market  situation  in  a  city  where  the  amount 
of  office  space  developed  by  entrepreneurial  investors  is  at  a  minimum. 

Of  the  remaining  parcels  for  which  data  is  available,  the  only  parcel 
apparently  developed  for  investor  purposes  is  the  McGraw  Hill  Building 
which  is  a  very  minor  property  located  in  Copley  Square.   The  apparent 
price  paid  per  square  foot  of  office  space  in  this  building  is  $5.71. 
The  quasi -inst itutional  nature  of  the  building  is  apparent  In  the  sub- 
stantial amount  of  building  area  that  is  devoted  to  nonrentable  space. 
The  541  Boy  Is  ton  Street  parcel  on  which  development  Is  not  complete, 
indicates  a  price  of  $2.69  per  square  foot  of  rentable  office  space. 
Recognizing  that  this  price  is  based  on  assumed  total  areas  and  assumed 
rentable  areas,  the  estimate  is,  of  course,  subject  to  substantial 
variance.   However,  it  would  appear  that  it  falls  well  within  the  limits 
indicated  in  the  land  residual  analysis.   Similarly,  the  adjusted  price 
apparently  paid  for  the  50  Pearl  Street  property  suggests  a  price  of 
$1.80  per  square  foot  of  rentable  office  space,  white  somewhat  lower 
than  the  residual  analysis,  reflects  the  pioneering  position  under- 
taken by  the  developers  as  well  as  the  rather  unique  nature  of  the 
auction  as  a  sales  technique.   In  addition,  initial  plans  for  the  structure 
Indicated  a  substantially  smaller  building  it  appears  the  recent  leasing 
has  enabled  the  owners  to  expand  the  building  size  to  reflect  this  In- 
creased opportunity. 
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From  a  review  of  the  land  prices  available,  it  would  appear  that  of 
the  three  lowest  prices,  the  50  Pearl  Street  assembly,  5^1  Boylston 
Street  and  Traveler's  -  two  represent  non- inst i tut ional  investment. 
In  almost  all  the  other  cases,  the  unique  nature  of  the  eventual  major 
tenants  of  the  buildings  subsequently  developed  appears  to  place  them 
outside  a  concept  of  "typical  market  transactions."  Substantial 
questions  therefore  arise  as  to  their  applicability  as  comparables  for 
the  Government  Center  appraisal. 

Since  none  of  the  transactions  surveyed  represent  situations  where  tax 
relief  to  the  land  purchaser  was  legally  binding  on  the  city  (similar  to 
that  offered  by  Section  12la  which  will  be  available  to  redevelopment  cor- 
porations in  Government  Center),  it  is  difficult  to  evaluate  the  com- 
parability of  these  particular  sales  in  a  new  tax  environment.  However, 
a  review  of  assessed  valuation  for  these  parcels  suggests  that,  in 
spite  of  apparent  attempts  to  maintain  assessed  values  at  100%  of 
market  value,  new  construction  in  Boston  has  in  effect  been  receiving 
certain  tax  benefits  from  city  assessors.  This  fact  is  probably  part 
of  the  justification  for  the  development  of  these  facilities  even  at 
the  substantial  prices  paid. 

If  the  public  auction  sales  are  to  be  accepted  as  any  form  of  guide  to 

market  circumstances,  they  at  least  indicate  that  only  a  very  unusual 

developer  is  presently  in  a  position  to  venture  in  the  Boston  office 
market . 

Summary 

On  the  basis  of  the  appraiser's  review  of  recent  office  building  trans- 
actions, it  would  appear  that  prices  have  generally  exceeded  the  fair 
market  value  indicated  by  the  residual  method.   However,  the  limited 
number  of  transactions  for  a  city  the  size  of  Boston,  and  the  unusual 
nature  of  each  of  the  purchases,  plus  the  almost  total  absence  of  buildings 
built  through  conventional  real  estate  methods,  suggests  that  the  present 
market  situation  and  the  prices  at  which  property  is  being  purchased  does 
not  represent  a  fair  statement  of  fair  market  value  for  entrepreneurial 
investment;  that  those  transactions  which  have  been  noted  require  sub- 
stantial adjustment  in  order  to  establish  a  fair  market  value  relationship. 
The  apparent  prices  indicated  by  the  5^1  Boylston  Street  and  the  50  Pearl 
Street  assembly  suggest  that  the  residual  price  of  approximately  $2.50 
per  square  foot  of  net  rentable  office  space  is  not  out  of  line  and  is 
probably  an  adequate  statement  of  fair  market  value  for  office  space 
in  Boston,  given  a  location  of  reasonable  strength.  This,  of  course. 
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does  not  preclude  a  price  in  excess  of  or  below  $2.50  after  factors 
relating  to  individual  parcels  and  individual  development  groups  are 
tai<en  into  account. 
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SECTION  V 


BASIS  FOR  ADJUSTMENT  FROM  FAIR  MARKET  VALUE 


In  the  preceding  sections  we  have  been  concerned  with  the  development  of 
fair  market  values  as  a  basis  for  measurement  of  Government  Center  parcel 
prices.   We  have  been  guided  both  by  financial  study  and  recent  land  experi- 
ence.  In  this  section  the  eight  groupings  of  influences  that  will  reduce 
market  values  to  reuse  values  are  discussed.   These  eight  general  bases  for 
adjustment,  and  some  of  the  important  secondary  considerations  within  each, 
are  as  fol lows: 


(1)   General  Renewal  Controls 

As  discussed  in  the  introduction  to  this  report,  the  fact  that  urban 
renewal  land  sales  involve  government  action  and  very  specific  government 
controls  applied  in  a  "fish-bowl"  atmosphere  seriously  affects  the  value 
of  every  urban  renewal  project  and  its  component  parcels.   Because  of  the 
public  nature  of  every  aspect  of  the  program,  each  transaction  involving 
project  area  parcels  must  be  completely  free  of  doubt.   The  purchaser  must 
be  willing  to  undergo  the  most  searching  type  of  public  scrutiny,  and  pos- 
sibly unjustified  public  condemnation.   In  addition  to  the  public  surveil- 
lance inherent  in  urban  renewal  disposition,  certain  general  conditions  of 
sale  are  imposed  on  all  parcels.   These  have  been  discussed  in  detail  in 
the  section  devoted  to  general  controls,  and  have  also  been  alluded  to  in 
the  introduction  to  this  report.   At  this  point  they  are  noted  to  remind 
the  reader  of  their  presence  as  a  background  affecting  the  investment 
environment  within  the  project.   To  reiterate,  the  major  areas  in  which 
these  controls  fall  are  as  follows: 

(a)  timing  requirements  for  development  measured  against  the 
purchase  date  of  the  parcel  in  question; 

(b)  review  and  approval  requirements  and  their  inherent  admin- 
istrative overhead; 

(c)  covenants  running  with  the  land  for  specific  time  periods, 
such  as  the  ant i -speculat ion  and  anti-discrimination  stipu- 
lations which  proscribe  certain  uses  and  limit  free  sale; 

(d)  administrative  and  legal  technicalities  with  which  a 
redeveloper  has  to  comply  in  order  to  avail  himself  of 
renewal  land,  which  usually  cause  a  measure  of  delays, 
lost  time,  and  additional  work;   and 

(e)  the  requirement  that  each  parcel  be  developed  according  to  a 
specifically  described  use,  with  changes  possible  only  after 
approval  by  the  Local  Public  Agency. 
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(2)  Specific  Architectural  Requirements  and  Problems 

Recognizing  that  review  of  architectural  planning  has  been  included 
within  the  definition  of  general  renewal  controls,  the  fact  that  inter- 
ested parties  will  find  that  competition  for  some  parcels  will  probably 
take  the  form  of  a  design  contest,  in  many  instances  requiring  large  initial 
outlays  with  no  guarantee  of  return,  establishes  an  architectural  factor 
over  and  above  requisite  architectural  review.   Further,  in  specific 
instances,  development  calls  for  rehabilitation  rather  than  new  construc- 
tion which,  while  possibly  reducing  the  time  and  consequent  cost  factors 
that  could  result  in  the  initial  design  phase,  creates  other  problems  and 
restrictions  that  may  be  assumed  to  more  than  overcome  savings  in  archi- 
tectural expenses  that  might  otherwise  accrue. 

(3)  Adjustments  for  Market  Impact 

Assuming  development  to  the  totals  permitted  by  the  FAR's 
established  in  the  plan,  the  possibility  exists  that  over  six  million 
square  feet  of  commercial  office  space  would  come  on  the  market  in  about 
a  six-year  period.   While  some  four  million  square  feet  of  this  total  is 
the  result  of  the  possibility  of  alternate  use  of  Parcels  1,5,  and  6 
(the  state,  federal,  and  city  office  structures  respectively),  a  total 
net  rentable  square  footage  of  over  two  million  square  feet  could  still 
result,  even  assuming  alternate  uses  do  not  come  into  play.   Accepting 
the  fact  that  such  a  total  can  be  absorbed  by  the  Boston  market  over  a 
period  of  five  or  six  years,  the  possibility  that  large  portions  of  the 
private  total  could  come  onstream  on  a  highly  competitive  timing  basis 
suggests  that  adjustment  must  be  made  for  the  probability  that  necessary 
leasing  time  would  be  forcibly  extended  if  desired  rent  levels  were  to  be 
mai  ntained. 

It  is  the  understanding  of  your  appraiser  that  all  of  the  parcels  --  or  at 
least  the  great  majority  of  them  --  will  be  physically  ready  for  sale  and 
development  at  approximately  the  same  time.   It  is  therefore  impossible  to 
establish  which  parcels  will  be  first  purchased  and  developed,  and  there- 
fore enjoy  an  initial  leasing  advantage.   For  lack  of  more  specific  Infor- 
mation as  to  timing,  your  appraiser  has  assumed  that  all  of  the  private 
parcels  will  be  affected  in  a  comparatively  equal  fashion,  with  the  possible 
exception  of  those  parcels  for  which  potential  space  development  is  so 
great  as  to  create  a  market-impact  problem  in  and  of  themselves. 

In  contrast  to  the  equal  timing  factor  assumed  for  the  private  parcels, 
the  alternative-use  concept  for  the  three  public  parcels,  for  which 
office  space  is  a  likely  substitute,  necessarily  implies  that  private  de- 
velopment on  these  parcels  occurs  subsequent  to  the  development  and  even 
the  leasing  of  the  majority  of  the  private  parcels.   Recognizing  that  the 
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private  parcels  could  conceivably  fail  to  be  developed  for  lack  of  interest 
if  none  of  the  public  parcels  readied  fruition,  it  is  assumed  that  one  of 
the  three  parcels  (Numbers  1,5,  and  6)  may  be  converted  to  the  alternative 
use,  but  not  three  of  them,  or  even  two.   Nevertheless,  their  timing  would 
be  subsequent  to  the  development  of  the  remainder  of  Governnient  Center 
itself  as  well  as  to  such  outside  developments  as  Prudential  Center, 
50  Pearl  Street,  5^1  Boyleston  Street,  and  possibly  others  as  to  which 
no  present  information  is  available.   Adjustment  for  market  impact  is 
therefore  of  considerable  importance  to  development  of  a  reuse  value  for 
the  public  parcels,  and  the  magnitude  of  the  adjustment  will  be  seen  to 
be  correspondingly  greater  than  that  applied  to  the  private  office  parcels. 

(4)  Easements  and  Special  Construction  Problems 

As  stated  in  the  project  controls,  many  of  the  parcels  are  subject  to 
easements  for  existing  or  proposed  utility,  transit,  pedestrian,  or  other 
use.  Accepting  the  fact  that,  in  terms  of  architectural  problems,  these 
considerations  are,  to  some  extent,  taken  into  account  in  Number  (I) 
above,  the  subway  easements  in  particular  create  structural  support  and 
timing  problems  which  will  increase  construction  costs  for  development 
on  the  parcels  so  affected. 

(5)  Site  Characteristics 

Adjustment  for  site  characteristics  usually  includes  consideration  of 
such  factors  as  soil  condition,  necessary  site  preparation,  and  parcel  size, 
shape,  and  frontage.   In  the  present  instance  it  is  assumed  that  any  drainage 
or  site-preparation  activities  that  prove  necessary  wi 1 1  be  carried  out  by 
the  LPA  to  the  extent  required  to  correct  adverse  soil  conditions  that  may 
be  found  to  exist;   that  by  the  time  the  parcels  are  transferred  to  develop- 
ers no  unusual  soil  conditions  will  remain  to  cause  construction  of  any  uses 
to  become  either  impossible  or  unduly  costly.   Should  unforeseen  soil 
conditions  arise,  the  reuse  values  indicated  in  this  appraisal  should  be 
adjusted  to  reflect  resulting  limitation  on  use  and/or  increase  in  con- 
struction cost,  which  thereby  becomes  inherent  in  the  development  of  the 
parcel  i  n  quest  ion. 

It  is  also  understood  that  the  LPA  will  deliver  all  sites  in  a  fully  graded 
condition,  thus  allowing  for  immediate  construction.   It  is  assumed  that  the 
purchaser  of  any  parcel  will  be  able  to  carry  out  his  development  in  a  manner 
calling  for  minimal  site  work,  such  as  the  installation  of  utility  laterals 
to  a  trunk  system  to  be  provided  by  the  LPA  or  the  city. 

Adjustments  for  site  characteristics,  where  made  in  the  analyses  which 
follow,  therefore  reflect  the  factors  of  size,  shape,  and  frontage  only. 
As  will  be  seen,  parcel  shape  proves  to  be  the  most  obvious  motive  for 
adjustment  under  this  factor. 
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(6)  Access 

The  function  of  the  "access"  adjustment  is  to  reflect  the  differences 
in  value  that  result  from  advantageous  location  of  subway  stops,  pedestrian 
arcades,  traffic  circulation,  the  ease  of  servicing,  and  other  such  factors 
facilitating  use  of  a  particular  parcel. 

(7)  Location 

Adjustment  for  location  is  intended  to  reflect  differences  that  result 
from  any  one  private  parcel's  relationship  with  the  project  as  a  whole  and 
the  likely  prestige  situations  that  can  develop  because  of  apparent  superior 
visibility,  position  vis-a-vi  s  the  Plaza,  likely  neighbors,  and  other  such 
factors  contributing  to  the  greater  attractiveness  of  one  parcel  over 
another. 


(8)   Renewal  Benefits 

Benefits  resulting  from  renewal  include  the  availability  of  tax  relief 
under  Section  121A,  the  fact  that  no  problems  of  site  assembly  face  the 
potential  developer,  the  guarantee  that  the  environment  will  be  controlled 
so  that  developed  value  will  not  be  downgraded  by  unlikely  neighbors,  and 
the  market  impact  that  the  total  project  will  have  in  terms  of  its  ability 
to  attract  interest  and  to  focus  this  interest  —  thus  creating  a  most 
effective  sales  tool  for  leasing  purposes. 
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SECTION  VI 
APPRAISAL  OF  PARCELS  DESIGNATED  FOR  OFFICE  USE 


In  previous  sections  of  this  report,  the  steps  leading  to  a  base  price 
for  land  per  square  foot  of  net  rentable  office  space  have  been  described. 
It  has  been  noted  that  the  $2.30  base  price  used  herein  can  be  supported 
by  the  residual  to  land  and  is  not  contradicted  by  the  comparable  transac- 
tion method  of  appraisal.   In  the  residual  technique,  analysis  of  cost 
and  market  factors  led  to  an  estimate  of  developed  value  of  land  per 
square  foot  of  net  rentable  area.   This  figure  was  then  adjusted  down- 
ward to  reflect  the  difference  between  land  values  created  by  an  operating 
building  and  those  related  to  land  before  development.   In  the  comparable- 
transaction  technique,  no  one  of  the  recent  transactions  uncovered  was 
thought  to  be  directly  comparable  to  Government  Center  disposition  parcels. 
All  were  felt  to  require  adjustment  to  a  level  about  equal  to  the  results 
of  the  residual  analysis  as  the  result  of  factors  such  as  (I)  rates  of  return 
inherent  in  institutional  use  as  compared  with  entrepreneurial  development, 
and,  (2)  variables  created  by  differences  in  parcel  sizes,  location,  and 
building  sizes  as  between  the  actual  transactions  and  the  structures 
proposed  for  development  in  Government  Center. 

In  the  present  section,  the  final  step  in  our  analysis  is  described. 
Using  the  eight  adjustment  factors  thought  applicable  to  Government 
Center  parcels,  the  $2.50  fair  market  value  for  land  prepared  for  develop- 
ment is  further  adjusted  to  establish  reuse  value.   The  possible  effect 
of  each  of  these  eight  factors  on  those  parcels  designated  for  private 
office  development  is  described  hereafter.   Before  discussing  the  indi- 
vidual parcels,  however,  it  should  be  noted  that,  in  each  instance,  the 
effect  of  general  renewal  controls  is  placed  at  minus  15  per  cent,  the 
effect  of  specific  architectural  requirements  and  problems  is  placed  at 
minus  3  per  cent,^and  the  impact  of  urban  renewal  benefits  measured  as 
a  plus  factor  of  2C%  in  accordance  with  the  discussion  in  Section  V 
preceding  (factor  Nos .  1,2,  and  8). 


*  With  the  single  exception  of  Parcel  8 
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PARCEL  2 


A.  Permitted  Uses  -  Parcel  may  be  subdivided.   Principal  use  for  each 
sub-parcel  may  be  office,  public  or  private  institution,  utility, 
parking,  or  open  space. 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  six,  except  for  additions  to 
existing  buildings  in  which  case  maximum  is  ten. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:   minimum  63  feet,  maximum  85  feet  above  elevation  3^ 
feet.   (This,  plus  loading  bay  requirement  defined  in  Section  302, 
a,    10,  is  not  applicable  to  buildings  of  a  religious  nature). 
Additions  to  New  England  Telephone  and  Telegraph  buildings  to 

be  no  higher  than  the  existing  building. 

k.      Setback:  controls  not  applicable. 

5.  Other  requirements:   no  building  or  parking  permitted  on  that 
portion  of  the  parcel  bordering  Carter idge  Street  and  lying  south- 
west of  the  building  line  of  the  New  England  Telephone  and  Tele- 
graph Company  structure.  Public  access  to  the  front  and  loading 
and  parking  access  to  the  rear  to  be  provided  for  the  New  England 
Telephone  and  Telegraph  Company  building.  Subway  easements 
shall  be  maintained.   Construction  shall  procead  so  as  not  to 
damage  or  interfere  with  subway  use. 

6.  Parking:   number  of  surface  parking  spaces  for  each  subparcel 

to  be  consented  to  in  writing  by  Boston  Redevelopment  Authority. 
Service  for  official  vehicles  related  to  a  public  institution 
permissible  if  enclosed. 

7.  Access:   in  conformity  with  good  traffic  engineering  practices. 
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PARCEL  2 

Valuation  based  upon: 

Base  value  — ■  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 

-15%  Market  Impact 

-10%  Easements  and  Special  Construction  Problems 

-20%  Site  Characteristics 

4-  2%  Access 

0  Location 

•i'20%  Renewal  Benefits 

Paccel  Value  59%  x  $2.50  ■■  $1.^75  per  square  foot  of  rentable  area. 

Permissable  FAR  6 

Net  Rentable  FAR  (assume  80%)       ^4.8 

Net  FAR  X  value  per  square  foot  of  rentable  area   4.8  x  $1,475  °  $7.08 

say    $7.00 
Parcel  Size  13^,665  sq.  ft. 

Parcel  Price  134,665  x  $7-00  =  $942,665 


(^♦5) 


PARCEL  2 


We  have  been  informed  by  the  Boston  Redevelopment  Authority  that  we  should 
assume  no  specific  timing  of  sales  that  would  establish  a  leasing  advan- 
tage for  one  parcel  over  another.   Yet  it  can  be  reasonably  assumed  that 
that  building  which  comes  on  the  market  first  in  time  will  be  subject 
to  a  lesser  leasing  risk  than  that  affecting  a  structure  for  which  leasing 
commences,  say,  six  months  to  a  year  later.   It  has  therefore  been  necessary 
to  assume  an  average  market  impact  factor  for  all  private  office  parcels, 
and  this  factor  has  been  set  at  minus  15%.   Therefore  a  general  adjustment 
of  minus  15%  has  been  applied  to  Parcel  2  to  reflect  this  timing  factor. 

Parcel  2  is  subject  to  subway  easements,  to  a  requirement  to  provide 
for  servicing  of  the  existing  New  England  Telephone  and  Telegraph  Building, 
to  an  easement  for  access  to  existing  telephone  trunk  lines,  and  to  a 
further  requirement  that  no  construction  can  take  place  on  that  portion 
of  the  parcel  lying  immediately  southwest  of  the  New  England  Telephone 
and  Telegraph  Company  Building  along  Cambridge  Street.  For  these 
reasons,  a  factor  of  minus  10%  has  been  applied  under  the  category  "ease- 
ments and  special  construction  problems." 

The  peculiar  shape  of  Parcel  2,  as  wrapped  around  the  New  England 
Telephone  and  Telegraph  Building,  somewhat  like  a  lower-case  "d,"  would 
require  almost  complete  parcel  coverage  if  the  maximum  density  permitted 
under  the  controls  is  to  be  achieved.   The  building  shape  that  would 
result  would  be  less  than  desirable  from  any  viewpoint  one  might  take. 
Therefore  it  is  most  likely  that  Parcel  2,  If  disposition  Is  to  be 
achieved,  will  be  subdivided  into  at  least  two  or  more  disposition 
parcels,  each  of  which  will  be  subject  to  separate  development.   Con- 
sequent problems  of  design  and  provision  for  adequate  light,  air,  and 
identity  would  suggest  that  less  than  the  maximum  allowable  development 
will  be  carried  out  on  the  parcel,  hence  a  major  adjustment  for  site 
characteristics  has  been  established  at  minus  20%. 

When  judged  in  terms  of  access.  Parcel  2  appears  to  deserve  a  2%  plus 
factor  primarily  because  of  the  proximity  of  the  subway  station  to  be 
located  at  the  intersection  of  New  Chardon  and  Cambridge  Streets,  access 
to  the  government  complex,  fease  of  highway  access,  and  proximity  to  the 
publ ic  garage. 

Each  of  these  adjustments,  plus  those  which  have  been  applied  to  all  the 

parcels as  described  in  the  introduction  to  this  section are  summarized 

in  the  table  opposite.   The  resulting  factor  is  then  applied  to  the  $2.50 
base  value,  resulting  in  an  adjusted  value  of  $1,475.  in  the  lower  por- 
tion of  the  table,  the  permissible  FAR  is  noted  and  then  adjusted  under 
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the  assumption  that  the  relationship  between  gross  area  and  net  rentable 

area   will  reflect  an  80%  ratio.   The  parcel  price  indicated  in  the  last 

line  of  the  table  is  the  product  of  the  parcel  size  and  the  per-square- 
foot  land  value  developed  from  the  adjusted  FAR  factor. 
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PARCEL  8 

A.  Permitted  Uses  -  General  Office. 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  25.* 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:   minimum  300  feet,  maximum  500  feet  above  elevation 
3^  feet. 

k.     Setback:   not  permitted  on  Parcel  II  frontage.  Must  measure 
at  least  50  feet  from  State  Street  which  area  shall  be  planted 
with  large-scale  trees  of  at  least  8-10  inches  caliper  and  be 
open  to  the  pub  I ic. 

5.  Building  envelope:   subway  easements  shall  be  maintained. 
Construction  shall  proceed  so  as  not  to  damage  or  interfere 
with  subway  use. 

6.  Parking:   no  open  parking.  Enclosed  parking  permissible  below 
Government  Center  Plaza  level  as  it  abuts  upon  subject  parcel. 

7.  Access:   for  loading  and  parking,  from  New  Congress  Street.  Must 
be  more  than  60  feet  from  northerly  sideline  of  State  Street. 
Hay  be  shared  with  adjacent  parcels. 


*  Architectural  consultants  to  the  Boston  Redevelopment  Authority  indicate 
that  general  development  criteria  will  not  permit  an  FAR  of  this  magnitude 
against  the  height  limitation  of  500  feet.  According  to  information  pro- 
vided to  your  appraiser  the  effective  FAR  approximates  21.9.  The  appraisal 
is  therefore  based  upon  the  assumption  of  an  FAR  of  21.9. 
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PARCEL  8 

Valuation  based  upon: 

Base  value  —  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  5%  Specific  Architectural  Requirements  and  Problems 
-20%  Market  Impact 

-  5%  Easements  and  Special  Construction  Problems 

0  Site  Characteristics 

+  2%  Access 

+  3%  Location 

-•-20%  Renewal  Benefits 

Parcel  Value  80%  x  $2.50  =  $2.00  per  square  foot  of  rentable  area. 

Permissable  FAR  21 .9 

Net  Rentable  FAR  (assume  80%)     I7.5 

Net  FAR  X  value  per  square  foot  of  rentable  area   17-5  x  $2.00   =  $    35-01 

Parcel  Size  31 ,850  sq.  ft. 

Parcel  Price  31 ,850  x  $35 .00  »  $1,114,75( 
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PARCEL  8 


As  noted  in  the  introductory  paragraphs  to  this  section,  the  adjustment 
intended  to  give  recognition  to  specific  architectural  requirements  and 
problems  has  been  estimated  at  minus  3%  for  all  office  Parcels  but  No. 8. 
Parcel  8  appears  to  call  for  some  additional  discount  because  of  the 
special  problems  inherent  in  the  assumption  of  a  tower  structure.  An 
adjustment  of  minus  5%  has  therefore  been  applied  under  the  category 
Specif-ic  Architectural  Requirements  and  Problems. 

As  discussed  on  page  47  the  effective  floor-area  ratio  for  Parcel  8  is  21.9, 
thus  making  possible  a  tower  development  of  about  700,000  square  feet. 
Even  assuming,  as  is  done,  that  net  rentable  area  will  approximate  80%  of 
the  total  building  area  permitted  on  the  parcel,  it  is  likely  that  a 
structure  containing  as  much  as  550,000  net  rentable  square  feet  could  be 
placed  on  the  market,  with  the  leasing  period  being  concentrated  in  a 
relatively  short  time  span.  An  adjustment  for  market  impact  is  therefore 
justified,  but  the  extent  of  the  adjustment  requires  some  further  explana- 
tion. 

In  addition  to  the  standard  15%  adjustment  for  market  impact  the  develop- 
ment of  a  structure  allowing  up  to  550,000  square  feet  requires  additional 

flexibility  to  allow  for  leasing  and  financing  coordination.  Therefore  a 
market  impact  factor  for  Parcel  8  has  been  set  at  minus  20%. 

The  controls  for  Parcel  8  noted  on  the  previous  page  reflect  two  problems 
adjustment  for  which  has  been  taken  under  the  factor  "easements  and 
special  construction  problems."  Thus,  requirements  as  to  subway  ease- 
ments and  the  fact  that  Parcel  8  has  specific  setback  requirements  have 
been  taken  into  account. 

In  the  present  instance,  site  characteristics  are  felt  to  be  neutral, 
and  therefore  no  adjustment  has  been  made  for  this  factor. 

Parcel  8  enjoys  the  advantage  of  an  adjacent  subway  station  and  therefore 
a  plus  of  2%  has  been  applied  for  access  advantages. 

Since  Parcel  8  is  immediately  adjacent  to  the  existing  business  and 
commercial  core  of  Boston  and  has  unique  visibility  because  of  its  allowable 
height  and  location  in  the  Government  Center  complex,  a  plus  factor  of  3% 
has  been  applied  for  location. 

The  above-i ndicated  factors,  as  well  as  the  two  adjustment  factors  which 
have  been  assumed  to  apply  equally  to  all  parcels,  are  presented  in  the 
table  opposite.  When  applied  to  the  base  figure  of  $2.50,  an  adjusted 
base  of  $2.00  is  developed  which,  when  multiplied  by  the  net  rentable 
floor  area  ratio  factor,  produces  a  land  price  of  $35.00.  The  parcel 
price  indicated  at  the  bottom  of  the  table  is  the  result  of  multiplication 
by  the  parcel  size. 
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PARCEL  9 


Permitted  Uses  -  May  be  subdivided.   For  each  subparcel ,  permissible 
use  shall  be  general  office. 

Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  eight. 

2.  Building  coverage:   maximum  height  of  12  feet  on  that  portion  of 
subject  parcel  which  lies  west  of  a  straight  line  running  from 

the  northwest  corner  to  the  southwest  corner  of  the  subject  parcel  . 

3.  Height:   portion  within  50  feet  of  northerly  parcel  line  to  be 
built  to  elevation  matching  existing  cornice  line  of  Sears-Crescent 

4.  Setback:    no  setback  permitted  along  plaza  frontage. 

5.  Building  envelope:   must  have  uniform  height  along  full  length  of 
plaza  frontage. 

6.  Parking:   no  open  parking.   Enclosed  parking  permissible  below 
plaza  level  as  it  abuts  upon  subject  parcel. 

7.  Access:   for  parking  and  loading  from  New  Congress  Street  under 
plaza  level  . 
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PARCEL  9 

Valuation  based  upon: 

Base  value  —  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-15%  Market  Impact 

-  5%  Easements  and  Special  Construction  Problems 

-  0  Site  Characteristics 
-10%  Access 

-  5%  Locat  ion 
-t-20%  Renewal  Benefits 

Parcel  Value  67%  x  $2.50  >  $1,675  per  square  foot  of  rentable  area. 

Perm is sable  FAR  8 

Net  Rentable  FAR  (Assume  80%)    6.4 

Net  FAR  X  value  per  square  foot  of  rentable  area     6.4  x  $1,675  =  $  10.7^ 

say  $  10.71 
Parcel  Size                   14,841  sq.  ft. 

Parcel  Price                  14,841  x  $10.75  -  $159,5' 
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PARCEL  9 

As  previously  noted,  the  first,  second,  and  last  adjustment  factors  are 
identical  with  those  indicated  in  the  discussion  of  Parcel  2.   Since 
Parcel  9»  even  if  developed  to  its  full  permissible  density,  will  not 
exceed  90,000  square  feet  of  net  rentable  area,  the  adjustment  for 
marl<et  impact  is  assumed  to  be  the  average  previously  described,  minus 
15%. 

Since  Parcel  9  is  subject  to  specific  height  restrictions  for  that 
portion  lying  west  of  the  main  portion  of  the  parcel,  and  to  special 
height  restrictions  to  match  the  construction  on  Parcel  10,  an  adjust- 
ment of  minus  5%  has  been  made  for  easement  and  special  cornice  problems. 

The  access  adjustment  has  been  defined  as  including  servicing  problems 
that  might  be  created  by  lacl<  of  area  ways  through  to  the  street.  For 
this  purpose.  Parcel  9  is  presently  unique  among  the  disposition 
parcels  of  Government  Center  in  that  it  has  no  direct  access  to  a  street 
or  court  which  would  permit  unobstructed  servicing.  Thus,  bringing  in 
tenant  fixtures  and  supplies,  fuel  for  the  heating  systein  and  other  main- 
tenance items,  becomes  a  serious  problem;  nor  is  there  direct  pedestrian 
access,  vehicular  access,  or  covering  for  inclement  weather.  All  access 
presently  appears  to  require  use  of  pedestrian  ways  involving  a  minimum 
distance  of  60  feet  from  the  corner  of  the  parcel  to  the  nearest  street. 

It  appears  that  an  adjustment  of  up  to  25%  would  be  necessary  to  reflect 
the  problems  involved  in  this  access.  Some  partial  solution  to  the  pro- 
blen)  has  been  assumed  a  prerequisite  to  parcel  sale.  Therefore,  the 
adjustment  has  been  reduced  from  minus  25%  to  minus  10%. 
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PARCEL  10 

A.  Permitted  Uses  -  Parcel  may  be  subdivided.  For  each  subparcel  the 
principal  use  shall  be  general  office.  Should  rehabilitation  be 
pursued,  standards  and  controls  stated  in  Section  kOk*   of  the  project 
controls  shall  apply. 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  eight. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:  must  match  cornice  line  of  Sears-Crescent. 

h.     Setback:   no  setback  permitted  on  full  frontage  of  Court  Street 
for  first  two  floors.  No  setback  along  entire  frontage  on  Plaza. 

5.  Building  envelope:   controls  not  applicable. 

6.  Parking:   no  open  parking.   Enclosed  parking  permissible  below 
plaza  level  as  it  abuts  upon  subject  parcel. 

7'     Access:   For  loading  and  parking  from  Franklin  Avenue  only. 

8.  Storage:   no  open-air  storage,  temporary  or  permanent,  on  Franklin 
Avenue  or  Franklin  Avenue  frontage. 

9.  Vehicular  easement  having  minimum  diameter  of  60  feet  and  vertical 
clearance  of  at  least  \k   feet  6  inches  to  provide  turn-around  for 
vehicles  entering  Franklin  Avenue. 


*  See  Appendix  B 
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PRO  FORMA  CAPITAL  COST  STATEMENT 
SEARS  CRESCENT  REHABILITATION 

Cost  Per  Square  Foot  of  Office  Spac< 
Additional  Construct  ion  Costs  $15.00 

Development  Costs  1  .50 

Architects 
Engineers 
Legal 
Other  - 

Taxes  and  Insurance  during  Construction 
Interest  on  Construction  Loan 
Management  and  Leasing  during  Construction 
Financing  Fee 
Cont  i  ngency 

TOTAL  CAPITAL  COSTS  EXCLUDING 
LAND  (and  improvements) 

Rounded  to: 


*  Rentable  office  space. 


.30 
.59 
.77 
.17 
.96 

$19.29 

$19.25 
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PARCEL  10 

Parcel  10  is  one  of  the  two  parcels  for  which  rehabilitation  of  an  existing 
structure  is  a  possibility.   In  the  case  of  Parcel  10  and  Parcel  ]k,    the 
other  parcel  subject  to  rehabilitation,  if  an  acceptable  plan  for  rehabili- 
tation is  submitted  to  the  Local  Public  Agency  and  pursued  within  a  stated 
time  period,  total  clearance  will  not  be  necessary.   However,  total  clear- 
ance could  occur  if  no  such  acceptable  proposal  is  submitted.   The  parcel 
consists  of  part  vacant  land  and  the  Sears  Crescent  Building.  The  existing 
building  is  capable  of  being  rehabilitated  to  contain  approximately  U8,000 
square  feet.   The  adjacent  parcel  contains  some  12,000  square  feet  inclu- 
ding a  substantial  easement  for  a  truck  delivery  and  turn-around  area. 
Appraisal  of  Parcel  10  must  therefore  proceed  against  two  assumptions: 
(1)  retention  and  rehabilitation  of  the  Sears  Crescent  with  clearance  of 
the  adjacent  parcel  only;  and  (2)  total  clearance. 

Conditions  of  Appraisal  Assuming  Retention  and  Rehabilitation 

Under  the  assumption  that  the  Sears'  Crescent  Building  will  be  rehabi- 
litated, the  financial  characteristics  of  the  parcel's  development  will 
be  somewhat  different  from  those  typical  of  the  cleared  parcels.  Accor- 
dingly, under  this  assumption  the  Sears'  Crescent  protion  of  the  parcel 
is  valued  against  a  financial  analysis  adapted  to  its  (the  Crescent 
Building's)  special  circumstances.   A  description  of  this  analysis 
fol lows . 

The  residual  to  land  technique  used  for  the  Sears'  Crescent  portion  of 
Parcel  10  is  identical  with  that  previously  described  in  terms  of  the 
factors  considered.  The  analysis  is  based  upon  the  value  generated  by 
one  square  foot  of  net  rentable  area. 

The  capital  cost  structure  is  presented  on  the  table  opposite.   It  is 
assumed  that  basic  rehabilitation  expenses  will  approximate  $15  per  net 
rentable  square  foot.*  Thereafter,  those  factors  that  lead  to  the  develop- 
ment of  capital  costs  are  applied  to  the  basic  construction  costs  and 
result  in  a  total  of  $19.29.   For  analysis  purposes,  this  figure  is 
rounded  to  $19-25  . 

Again  following  the  format  described  in  the  earlier  part  of  this  section 
of  our  report,  a  residual  to  land  (and  improvements)  was  developed  as 
adjusted  to  the  circumstances  lil<ely  to  surround  leasing  of  a  rehabili- 
tated Sears'  Crescent  building.   For  example,  while  the  assumption  of  a 
$15  per  square  foot  rehabilitation  construction  cost  suggests  a  prestige 

*  Estimate  established  by  Boston  Redevelopment  Authority  sources. 
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PRO  FORMA  LAND  RESIDUAL  STATEMENT 
SEARS'  CRESCENT  REHABILITATION 


Per  Square  Foot  of  Office  Space* 


Guaranteed  Rent  $  5.25 

Less:   Vacancy  Al lowance 
Operating  Expenses 
Taxes 
Depreciat  ion 

Capital  Costs 

Bu  i Iding  Shel 1 

NET  INCOME 

Net  Income  Capitalized  at  6% 

Less:   Capital  Costs 

LAND  (usable  improvements)  RESIDUAL 
PER  SQUARE  FOOT  OF  DEVELOPED 
OFFICE  SPACE  $  5  •'♦2 


*  Rentable  office  space, 


2.00 
1.03 

.38 
.10 

$   l.i+8 

$24.67 

$19.25 
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structure,  it  remains  unlikely  that  existing  structural  walls,  arcxjnd 
which  any  rehabilitation  will  have  to  proceed,  will  permit  the  most 
advantageous  floor  layout  as  measured  by  present  concepts  of  office  needs 
and  uses.   It  is  therefore  felt  unrealistic  to  assume  that  the  same 
average  rent  level  can  be  achieved  in  a  rehabilitated  Sears'  Crescent 
building  as  Is  assumed  probable  In  the  new  structures  programmed  for 
Government  Center.   An  average  rental  of  $5-25  is  established  for  present 
purposes. 

A  vacancy  allowance  of  5%  is  thought  proper  under  the  circumstances  but 
operating  expenses  have  been  placed  at  a  slightly  higher  level  than  that 
previously  used.  The  $2.00  figure  noted  in  the  table  is  drawn  from  the 
1961  BOMA  experience  with  attention  to  the  fact  that  the  structure  will 
be  under  50,000  square  feet,  and  because  It  Is  rehabilitation,  will  not 
be  as  efficient  in  operation  as  a  completely  new  structure  can  be. 

The  tax  assumption  remains  the  same. 

Depreciation  is  shown  in  two  parts.  The  first  reflects  a  2%  rate  against 
capital  costs  while  the  second  is  an  acknowledgement  of  the  fact  that  the 
Sears'  Crescent  shell  is  a  depreciable  item.   Its  value,  of  course,  can 
only  be  assumed,  and,  in  any  event,  it  reflects  a  minor  factor  in  the 
total  analysis.   For  present  purposes  a  shell  value  of  $5*00  per  square 
foot  is  established  as  the  value  against  which  the  depreciation  factor 
will  run. 

The  final  steps  of  the  residual  are  identical  with  those  previously 
described  and  a  developed  value  running  to  both  land  and  improvements 
of  $5  .'+2  per  net  rentable  square  foot  is  established. 

For  the  reasons  described  on  pages  26  and  27  of  this  report,  it  is 
assumed  that  a  redeveloper  will  be  willing  to  pay  some  50%  to  60%  of 
this  developed  value  which  indicates  a  range  of  between  $2.70  and  $3*25 
per  net  rentable  square  foot.   For  analysis  purposes  a  middle  point  of 
$3.00  has  been  selected  and  established  as  the  base  figure  against  which 
the  special  characteristics  of  Government  Center  will  be  applied  to 
determine  the  reuse  value  of  the  Sears'  Crescent  portion  of  Parcel  10. 
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PARCEL  10  -  APPRAISAL 


Appraisal  A.  Sears'  Crescent  Rehabilitation 

The  two  tables  which  follow  reflect  the  adjustments  which  have  been 
thought  justified  by  circumstances  surrounding  rehabilitation  of  the 
Sears'  Crescent  building.  Two  base  figures  are  used.  The  difference 
between  these  two  figures  is  primarily  a  reflection  of  the  fact  that 
purchase  of  the  Sears'  Crescent  portion  of  the  parcel  includes  the 
value  of  the  improvements  thereon.  As  previously  described,  the 
base  value  for  the  Sears'  Crescent  portion  is  established  as  $3.00 
while  that  of  the  remainder  of  Parcel  10  at  $2.50. 

In  making  the  adjustments  for  the  Sears'  Crescent  portion  of  Parcel  10, 
the  architectural  problems  inherent  in  a  rehabilitation  are  reflected 
in  the  adjustment  of  minus  20%  for  the  category  "Specific  Architectural 
Requirements  and  Problems."  Compensating  somewhat  for  this  is  the  less 
than  average  adjustment  of  minus  10%  for  the  category  "Market  Impact," 
to  reflect  the  fact  that  less  than  30,000  square  feet  of  net  rentable 
area  is  involved.   No  adjustment  is  made  for  the  categories  "Easements 
and  Special  Construction  Problems"  and  "Site  Characteristics."  Thereafter, 
the  adjustments  are  identical  with  those  previously  described  for  Parcel 
10  under  the  clearance  assumption.  The  latter  portion  of  the  table  is 
somewhat  different  from  those  previously  described  in  that  the  FAR  is 
specifically  established  by  the  assumption  of  48,000  square  feet  of  net 
rentable  area,  rather  than  by  the  80%  net  rentable  factor  used  elsewhere. 

Adjustments  for  that  portion  of  Parcel  10  not  Included  under  the  Sears' 
Crescent  Building  are  identical  with  those  previously  described  with 
one  exception.   Because  of  the  need  to  adapt  to  the  problems  created  by 
the  existence  of  the  Sears'  Crescent  Building,  an  adjustment  of  minus  10% 
has  been  established  for  the  category  "Easements  and  Special  Construction 
Problems." 

The  total  parcel  price  is  $267, 31^. 
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PARCEL  10  -  SEARS'  CRESCENT  PORTION 

Valuation  based  upon: 

Base  value  —  $3.00  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-20%  Specific  Architectural  Requirements  and  Problems 

-10%  Market  Impact 

0  Easements  and  Special  Construction  Problems 

0  Site  Characteristics 

+  2%  Access 

+  3%  Location 

■t-20%  Renewal  Benefits 

Parcel  Value  80%  x  $3.00  =  $2.M)  per  square  foot  of  rentable  area 

Net  Rentable       48,000  square  feet 
Subparcel  Price     1^,000  x  $2.40  <°  $115,200 
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PARCEL  10  -  CLEARED  PORTION 

Valuation  based  upon: 

Base  value  --  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  problems 
-15%  Market  Impact 

-10%  Easements  and  Special  Construction  Problems 

-  5%  Site  Characteristics 
+  2%  Access 

+  3%  Location 

+20%  Renewal  Benefits 

Parcel  Value  77%  x  $2.50  =  $1,925  per  square  foot  of  rentable  area 

Permissible  FAR  8 

Net  Rentable  FAR  (Assume  80%)    6.4 

Net  FAR  X  value  per  square  foot  of  rentable  area  S.k   x  $1,925  •  $12.32 

say,     $12.30 

Subparcel  Size  12,367  sq.  ft. 

Subparcel  Price  12.367  x  $12.30  -  $152,114 

Sears  Crescent  Portion  Parcel  Price  $1 15.200 

Total  Parcel  Price  $267,314 
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PARCEL  10  -  TOTAL  CLEARANCE 

Valuation  based  upon: 

Base  value  —  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-15%  Market  Impact 

-  5%  Easements  and  Special  Construction  Problems 

-  5%  Site  Characteristics 
+  2%  Access 

+  3%  Location 

■»-20%  Renewal  Benefits 

Parcel  Value  82%  x  $2.50  »  $2.05  per  square  foot  of  rentable  area. 

Perm  is sable  FAR  8 

Net  Rentable  FAR  (assume  80%)    6.4 

Net  FAR  X  value  per  square  foot  of  rentable  area     6.4  x  $2.05  <"  $  13.12 

say  $  13.10 
Parcel  Size                  23,06?  sq.  ft. 

Parcel  Price                  23,06?  x  $13.10  -  $302,1? 
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Appraisal  B.  Total  Clearance 

The  market  impact  adjustment  considered  appropriate  for  Parcel  10  is 
the  average  figure  previously  described,  minus  15%. 

Under  the  assumption  that  the  subject  parcel  will  be  developed  to  its 
full  permissible  density,  the  fact  that  a  considerable  portion  of  the 
parcel  must  be  retained  as  a  vehicle  turn-around  suggests  that  full- 
density  development  will  require  at  least  one  and  possibly  more  floors 
than  would  not  contain  rentable  area  if  the  developer  elected  to  build 
over  the  easement.  Alternatively,  not  developing  over  the  easement 
would  increase  the  floors  necessary  to  maximize  the  development.  To 
adjust  for  this,  a  factor  of  minus  5%  has  been  applied. 

Apparently  for  purposes  of  conforming  with  the  shape  of  the  existing  Sears 
Crescent  Building,  Parcel  10  has  been  delineated  with  a  curved  frontage 
on  Court  Street  and  on  the  Plaza  which  would  create  design  problems  not 
otherwise  anticipated  .   For  this  reason,  an  adjustment  of  minus  5%  has 
been  applied  for  the  category  "site  characteristics." 

Parcel  10  enjoys  a  position  adjacent  to  a  subway  exit,  and  excellent 
visibility  from  the  ground.   Its  value  has,  therefore  been  increased  by 
3%  for  location. 

Again,  the  list  of  adjustments  is  presented  on  the  table  opposite;  and 
in  the  same  manner  as  previously  described,  a  land  price  per  square  foot 
and  a  total  parcel  value  have  been  derived. 
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PARCEL  12 

A»   Permitted  Uses  -  Parcel  may  be  subdivided.   For  each  subparcel , 
principal  use  shall  be  general  office. 

B.   Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  eight. 

2.  Building  coverage:   maximum  coverage  to  be  encouraged. 

3.  Height:   minimum  of  75  feet,  maximum  of  113  feet  above  eleva- 
tion 3^  feet. 

k.     Setback:   none  permitted  along  full  frontage  of  Cambridge  Street 
for  major  portions  of  building  or  buildings  on  subject  parcel. 

5.  Building  envelope:   uniform  heights  required  along  Cambridge 
Street  frontage.  Pedestrian  arcade  enjoying  vertical  clearance 
of  12  feet  and  minimum  width  of  kS   feet  to  be  provided  from 
Cambridge  Street  level  (^+3  feet)  to  Pemberton  Square  level  (63 
feet).  Pedestrian  arcade  to  be  provided  for  full  length  of 
Cambridge  Street  frontage. 

6.  Parking:   no  open  parking.  No  parking  above  Cambridge  Street 
elevation  on  Cambridge  Street  frontage. 

7.  Access:   for  parking  and  loading,  from  Cambridge  Street,  but  not 
within  600  feet  of  intersection  of  easterly  sideline  of  Sonmerset 
Street  and  southerly  sideline  of  Cambridge  Street.  Permissible 
from  Pemberton  Square  and  from  Sommerset  Street,  but  not  within 
63  feet  of  easterly  sideline  of  Cambridge  Street. 


■57- 


PARCEL  12 

Valuation  based  upon: 

Base  value  --  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-15%  Market  Impact 

-  3%  Easements  and  Special  Construction  Problems 

-  3%  Site  Characteristics 
+  3%  Access 

-•■  2%  Locat  ion 

+20%  Renewal  Benefits 

Parcel  Value  86%  x  $2.50  »  $2.15  per  square  foot  of  rentable  area. 

Permissable  FAR  8 

Net  Rentable  FAR  (assume  80%)    S.k 

Net  FAR  X  value  per  square  foot  of  rentable  area     6.4  x  $2.15  -   $   13. 7^ 

say  $  13.7f 
Parcel  Size                   79,022  sq.  ft. 

Parcel  Price                   79,022  x  $13-75  $1  ,086,|l 
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PARCEL  12 


The  market  impact  adjustment  for  Parcel  12  has  been  established  as  the 
average,  minus  15%. 

The  developer  of  Parcel  12  will  be  required  to  provide  an  arcade  along 
the  entire  Cambridge  Street  frontage,  as  well  as  one  running  from  Cambridge 
Street  to  Pemberton  Square.  An  adjustment  of  minus  3%  has  therefore 
been  applied  for  the  category  "easements  and  special  construction  pro- 
blems." 

The  narrow,  elongated  shape  of  Parcel  12  has  suggested  an  adjustment  of 
minus  3%  for  the  category  "site  characteristics." 

The  location  of  the  parcel,  actually  adjacent  to  the  major  portions  of 
the  Government  Center  project  and  lying  between  the  project  and  the 
existing  State  Office  Building  and  courthouse,  suggests  an  adjustment 
for  the  category  "location"  of  plus  2%. 

The  results  of  the  various  adjustments  are  presented  in  the  table  opposite. 
The  adjusted  land  value  per  square  foot  is $13.75,  leading  to  a  parcel 
price  of  $1,086,552. 
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PARCEL  13 

Permitted  uses  -  parcel  may  be  subdivided.   For  each  sub-parcel  the 
principal  use  shall  be  general  office. 

Building  requirements: 

1.  Floor  area  ratio:   not  to  exceed  10. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:   minimum  65  feet,  maximum  85  feet  above  elevation  3^  feet 
within  75  feet  of  Faneuil  Hall  Square  frontage.  Maximum  of  130 
feet  above  elevation  3^  feet  for  remainder  of  parcel. 

k.      Set  Back:   no  set  back  permitted. 

5.  Building  envelope:  appropriate  pedestrian  arcades  shall  be  pro- 
vided . 

6.  Parking:   no  open  parking.   Enclosed  parking  permissable  below 
Government  Center  Plaza  level  as  it  abuts  upon  subject  parcel. 

7.  Access:   for  parking  and  loading,  from  Faneuil  Hall  Square  only. 
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PARCEL  13 
ASSUMING  TOTAL  CLEARANCE 


Valuation  based  upon: 

Base  value  —  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-15%  Market  Impact 

0   Easements  and  Special  Construction  Problems 
0   Access 

-  2%  Location 

+20%  Renewal  Benefits 

Parcel  Value  85% x  $2.50  -  $2.12  per  square  foot  of  rentable  area. 


Permissable  FAR  10 

Net  Rentable  FAR  (assume  80%)      8 

Net  FAR  X  value  per  square  foot  of  rentable  area    8  x  $2.12  ■  $16.96 

Parcel  Size         26,000  sq.  ft.  (assumed) 

Parcel  Price         26,000  x  $16.96  -  $MfO,960 
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PARCEL  13 

Pursuant  to  your  appraiser's  understanding  of  the  Local  Public  Agency's 
needs,  Parcel  13  lias  been  appraised  against  two  assumptions.   In  the 
first  it  is  assumed  that  the  entire  parcel  as  presently  defined  will 
be  cleared.   In  the  second,  the  parcel's  size  and  circumstances  are 
altered  by  the  decision  to  retain  an  existing  structure  and  reduce  the 
square  footage  offered  for  sale  accordingly. 

Assuming  Total  Clearance 

The  market  impact  factor  is  assumed  to  be  the  average,  minus  15%. 

No  adjustment  has  been  made  for  easements  and  special  construction 
problems . 

Under  this  assumption  as  to  Parcel  13,  the  parcel  shape  has  a  dog  leg 
at  the  North  and  and  therefore  has  been  adjusted  minus  3%  for  the 
category  "Site  Characteristics." 

No  adjustment  has  been  made  for  access. 

An  adjustment  of  minus  2%  has  been  made  for  the  category  "Location," 
to  reflect  the  fact  that  the  parcel  is  actually  only  a  fringe  portion  of 
the  Plaza  concept  and  therefore  suffers  in  comparison  with  such  parcels 
as  numbers  8,  9,  and  10. 

The  table  opposite  summarizes  the  adjustments  felt  applicable  to  the 
subject  parcel  and  shows  the  mathematical  steps  that  lead  to  the  estab- 
lishment of  a  reuse  value  per  square  foot  of  net  rentable  area. 

Assuming  Existing  Building  Remains 

Under  the  assumption  that  the  existing  building  on  Parcel  13  will  remain, 
parcel  size  is  reduced  to  about  12,000  square  feet.  The  adjustment  for 
market  impact  is  assumed  to  be  that  of  the  average,  minus  15%. 

No  adjustment  is  made  for  easements  and  special  construction  problems. 

The  parcel's  shape,  as  it  runs  on  it's  west  side  along  the  building 
line  of  an  existing  structure,  is  irregular  and  elongated.   In  fact,  that 
portion  enjoying  State  Street  frontage  is  actually  the  end  of  a  long, 
narrow  strip  of  land  whose  depth  from  New  Congress  Street  appears  to  be 
considerably  less  than  50  feet.  Although  an  FAR  of  10  is  permitted, 
construction  of  a  building  to  such  a  density  will  be  extremely  difficult. 
Therefore,  an  adjustment  for  the  category  "Site  Characteristics"  of 
minus  25%  has  been  made. 
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PARCEL  13 
ASSUMING  BUILDING  REMAINS 


Valuation  based  upon: 

Base  value  --  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-15%  Market  Impact 

-  0  Easements  and  Special  Construction  Problems 
-25%  Site  Characteristics 

-  5%  Access 

-  2%  Location 

-t-20%  Renewal  Benefits 

Parcel  Value  55%  x  $2-50  =  $1,375  per  square  foot  of  rentable  area. 

Permissible  FAR  10 

Net  Rentable  FAR  (Assume  80%)   8 

Net  FAR  X  value  per  square  foot  of  rentable  area  8  X  $1,375  ■  $11.00 

Parcel  Size  12,000  square  feet 

Parcel  Price  12,000  square  feet  x  $11.00  =  $132,000 
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For  the  category  "Access",  we  have  established  an  adjustment  of  minus  5%. 
This  is  primarily  a  reflection  of  difficulties  in  servicing  a  structure 
built  on  the  oddly  shaped  parcel.  To  surrender  any  of  the  frontage  either 
along  State  Street  or  New  Congress  Street  for  a  trucl<  bay  or  other  ser- 
vicing facility  will  be  expensive  in  terms  of  development  values.  The 
dog  leg  portions  of  the  parcel  lie  on  its  west  side  against  the  existing 
building  and  it  is  possible  that  access  to  these  portions  of  the  parcel 
will  not  be  available  from  Faneuil  Hall  Square. 

An  adjustment  of  minus  2%  has  been  established  for  the  category, ••Location" 
to  reflect  the  fact  that  the  parcel  is  actually  not  an  integral  part  of 
the  Plaza  and  its  surrounding  uses  and  a  building  constructed  on  it  will 
be  neighbored  at  best  by  a  rehabilitated  structure. 

The  table  opposite  summarizes  the  adjustments  that  have  been  established 
for  the  subject  parcel  and  translates  these  adjustments  to  a  land  value 
per  square  foot  of  net  rentable  area. 
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PART  I  1 1 


APPRAISAL  OF  PUBLIC  PARCELS 


SECTION  VI 


APPRAISAL  OF  PUBLIC  AND  SEMI -PUBLIC  PARCELS 


The  appraisals  of  Parcels  I,  k,   S,   and  6  involve  the  use  of  the  alternative 
use  concept  because  of  the  designated  public  uses  that  have  been  incorporated 
within  the  proposed  redevelopment  plan.   The  renewal  plan  calls  for  the 
development  of  public  or  semi-public  institutional  facilities  on  four  major 
parcels  of  the  renewal  plan.  Three  of  these  parcels  —  1,5,  and  6  --  are 
planned  for  office  space;  Parcel  k   is  intended  for  automobile  parking  and/or 
a  transportation  center.   As  a  matter  of  actual  fact,  continuing  discussions 
and  negotiations  have  been  underway  with  city,  state,  and  federal  officials 
for  development  of  these  parcels  as  follows: 

Parcel  1:    State  service  center 

Parcel  k:  Public  garage  facilities  to  be  developed  by 

the  City  of  Boston 
Parcel  S-  Federal  office  building  complex 

Parcel  6:    Boston  City  Hall 

The  contract  between  the  Boston  Redevelopment  Authority  and  your  appraiser, 
as  well  as  the  requirements  of  the  Local  Public  Agency  Manual,  Section 
14-1-1,  require  that  the  appraisal  of  renewal  land  for  public  uses  be 
undertaken  on  an  alternative  use  basis.   Specifically,  the  manual  states 
the  fol lowi  ng: 

"When  land  is  to  be  devoted  to  a  public  or  nonprofit  institutional 
use,  the  fair  value  of  the  land  shall  be  based  on  its  value  for  the 
tnost  suitable  alternative  privf^g  u^^  or  uses  for  the  land.   An 
assumed  private  use  must  be  compatible  with  the  land  uses  permitted 
by  the  Urban  Renewal  Plan  for  the  remainder  of  the  urban  renewal 
area." 

This  requires  that  the  appraiser  make  several  broad  assumptions  as  to 
alternate  uses,  with  an  eye  toward  that  thought  compatible  with  a  project 
area  whose  tenor  is  keyed  to  government  facilities.   In  many  instances  the 
selection  of  alternative  and  compatible  uses  is  a  difficult  job.   In  the 
present  situation  the  problem  is  further  complicated  by  a  renewal  plan 
which  calls  for  a  very  dramatic  and  extensive  development  by  government 
agencies  in  an  area  of  high-density  use  and  substantial  parcel  sizes. 

In  determining  alternative  uses  for  each  of  the  parcels,  a  broad  range  of 
possibilities  has  been  considered  and  evaluated. 

Because  Parcels  1,  5,  and  6  have  controls  which  are  basically  similar,  they 
have  been  considered  as  a  group  despite  substantial  locational  differences 
within  the  project.   These  differences  are  given  more  detailed  attention 
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later  in  this  section  of  the  report.  In  reviewing  possible  alternative  uses, 
potential  for  several  use  types  stood  out.  These  were  as  follows: 

1.  Residential 

2.  High-density  office  development 

3.  Low-density  office  development 

k.        Warehousing,  wholesaling,  light  manufacturing,  and/or 
mixed  commercial. 


1 .   Residential 

Development  of  residential  facilities  in  one  of  the  redevelopment 
parcels  appears  to  have  rather  lifnited  applicability  as  a  practical  con- 
sideration for  project  reuse.  At  the  present  time,  in  the  West  End 
Renewal  Project  abutting  Parcel  I,  there  are  some  ^7  acres  of  renewal 
land  which  have  been  designated  and  sold  for  the  development  of  high-rise 
apartments.   These  dwelling  units,  which  are  to  be  developed  as  middle- 
and  upper-income  units,  are  now  in  the  early  stage  of  development,  with 
four  buildings  either  completed  or  under  construction  and  some  6  buildings 
scheduled  for  future  development. 

The  creation  of  such  a  major  residential  project  close  to  the  Boston  central 
core  represents  a  pioneering  effort,  since,  historically,  in-town  multi- 
family  living  has  been  relegated  to  rather  confined  portions  of  downtown 
Boston.   It  would  appear  on  the  surface  at  least  that  the  West  End  project 
thus  far  has  been  successful,  although  a  substantial  number  of  units  upon 
which  the  total  success  of  the  project  is  yet  contingent  have  still  to  be 
developed. 

While  this  discussion  is  not  intended  as  a  total  review  of  the  in-town 
residential  market  in  the  Boston  metropolitan  area,  it  would  appear  that 
some  residential  facilities  could  be  developed  within  the  aval lable  parcels 
because  of  the  residential  character  of  abutting  uses.   Parcel  1  fnore  than 
likely  would  provide  a  logical  location  for  such  facilities.   It  is  believed, 
however,  that,  because  of  the  adjacent  project,  units  successfully  developed 
on  a  Government  Center  parcel  would  result  in  a  direct  market  loss  to  the 
West  End  development  project,  and,  as  such,  major  residential  use  is  not 
considered  compatible  with  the  market  situation  as  it  exists. 

As  an  alternative  it  might  be  possible  to  develop  in-town  high-rise  housing 
of  a  style  and  type  different  from  that  intended  for  the  West  End  project. 
This  would  suggest  that  either  lower-income  or  higher-income  housing  be 
assumed.   However,  the  development  of  middle-  and  low-income  housing  does 
not  appear  to  be  a  logical  use  for  a  dominant  location  adjacent  to  the 
central  retailing  and  financial  core  of  Boston.   And,  while  housing  at 
the  other  end  of  the  economic  scale,  that  is,  luxury  or  very-high-rental 
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housing,  might  appear  to  be  feasible,  there  is  very  little  experience  in 
downtown  Boston  to  suggest  that  a  development  of  such  character  would  be 
a  success.   It  is  understood  that  housing  of  this  latter  character  is 
being  suggested  for  Prudential  Center.   In  addition,  there  has  been  some 
very  limited  luxury  development  along  the  Charles  River  In  the  Back  Bay 
section  of  Boston.   However,  total  acreage  so  utilized  has  been  relatively 
minor;  and,  given  the  rather  untested  marl<et  for  housing  of  this  nature, 
plus  the  very  substantial  square  footage  available  in  Parcels  I,  5>  and  6, 
the  suggestion  is  thought  to  represent  such  a  minimal  opportunity  for 
disposition  of  the  parcels  as  not  to  qualify  as  a  reasonable  alternative 
use. 

In  addition,  it  should  be  noted  that  the  recently  prepared  plan  for  the 
Boston  waterfront  indicates  a  substantial  effort  to  concentrate  in-town 
housing  in  this  area.   In  doing  so  the  waterfront  project,  as  we  under- 
stand it,  will  concentrate  on  development  of  a  residential  environment, 
evidently  encompassing  a  rather  broad  range  of  housing  styles,  types,  and 
rentals.  Should  such  a  project  come  into  being,  residential  development 
emphasis  would  likely  shift  from  Government  Center,  even  though  develop- 
ment of  this  nature  were  contemplated  within  the  Government  Center 
project  area. 

(It  has  therefore  been  concluded  that  in-town  residential  development  is   \ 
not  a  logical  alternative  use  for  the  public  parcels  in  Government  Center.^ 


2.  Commercial  Uses  Other  than  Office 

There  are  several  commercial  uses  other  than  office  which  could  offer  some 
opportunity  as  alternatives  for  the  public  parcels.  These  range  from  light 
manufacturing  to  wholesaling,  warehousing,  and  perhaps  other  specialized 
service  uses.  Since  in  many  respects  locational  choice  for  facilities  such 
as  those  indicated  is  not  wholly  dependent  on  a  particular  environment  but 
rather  on  the  accessab i 1 i ty  of  transportation  and  other  factors,  any  one  of 
a  series  of  locations  can  prove  acceptable  for  these  uses.  Obviously  Govern- 
ment Center  has  In  the  past  offered  advantages  to  such  alternative  uses,  as 
indicated  by  the  fact  that  much  of  the  project  area  was  formally  a  wholesaling 
and  warehousing  district. 

In  terms  of  determining  whether  such  uses  represent  a  truly  acceptable  alter- 
native for  the  public  lands,  several  factors  should  be  considered: 

(a)  possible  tenants  for  such  space; 

(b)  possible  redevelopers  of  the  area; 

(c)  compatibility  with  the  project  plan; 
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Tenant  Interest 

Tenant  availability  would  probably  not  represent  a  major  obstacle  to  such 
commercial  use  of  Government  Center  parcels.  The  centrallty  of  the  location 
and  the  convenience  of  the  expressway  offer  a  very  unique  position  within 
central  Boston.   Construction  of  new  facilities  offering  adequate  loading 
and  customer-service  areas  would  certainly  add  immeasurably  to  the  advan- 
tages that  previous  use  indicates  did  exist  in  this  area.   In  all  probability 
many  prospective  tenants  for  the  area  could  also  be  prospective  redevelopers, 
since  development  could  take  the  form  of  special -purpose  buildings  and 
purchasers  would  make  their  own  arrangements  for  construction  and  financing. 
Again,  we  have  not  conducted  an  intensive  market  investigation  to  determine 
the  rent  level  at  which  it  would  be  possible  to  develop  speculative  space 
of  this  nature,  nor  whether  such  space  could  be  leased  at  such  required 
rents.   We  are  aware  that  in  other  communities  it  has  been  possible  to 
develop  and  adequately  tenant  new  space  in  specialized  wholesaling  districts. 
Food  distribution  centers  have  been  developed  in  several  instances,  most 
notably  in  Philadelphia  where  rentals  are  substantially  in  excess  of  those 
to  which  existing  tenants  were  previously  accustomed.   The  availability  of 
space  designed  for  purposes  of  a  specific  wholesaling  use,  enjoying  adequate 
accessibility  and  transportation  amenities,  apparently  offered  sufficient 
advantages  to  space  users  to  overcome  the  increased  rentals  inherent  in 
new  construction. 


Possible  Redevelopers 

One  problem,  however,  appears  to  be  that  of  securing  developers  for  the 
prop«rty.   For  instance,  the  Philadelphia  food  distribution  center  was 
deveJoped  by  a  public  agency  rather  than  by  entrepreneurial  investors, 
and  therefore  is  not  a  yardstick  for  private  purchase.   The  traditionally 
1 ow- rent -pay i ng  capacity  of  warehousers,  wholesalers,  and  light-manufacturing 
businesses  causes  a  reluctance  on  the  part  of  entrepreneurial  investors  to 
develop  space  for  such  users. 

There  are,  of  course,  a  substantial  number  of  "industrial"  parks  which  have 
been  created  for  such  users.   In  many  respects,  however,  the  profitability 
of  these  ventures  is  dependent  upon  the  purchase  of  low-cost  land,  the  sub- 
sequent provision  of  certain  amenities,  and  the  subsequent  resale  of  the 
land  at  a  profit. 
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Development  of  general  rental  space  for  such  tenants  has  generally  been 
confined  to  limited  sections  of  our  cities,  with  very  few  illustrations 
of  such  developments  in  high-intensity  central  areas.   There  has  been  some 
activity  in  recent  years  in  midtown  Manhattan  which  has  taken  the  form  of 
new  loft  space.   This,  however,  is  the  result  of  an  extreme  shortage  of 
usable  space, which  has  finally  pushed  rent  levels  to  a  point  where  it  is 
profitable  for  developers  to  undertake  major  facilities  of  this  character. 
There  have  also  been  a  limited  number  of  special -purpose  facilities  con- 
structed by  owners  for  their  own  particular  use.   In  these  cases,  motivations 
other  than  those  normally  considered  have  probably  been  controlling.   For 
example,  tax  benefits  and  long-term  position  can  reduce  effective  rental 
to  a  point  sufficiently  attractive  to  justify  construction  for  one's  own 
use. 


Compatibility  with  The  Plan 

A  third  factor,  compatibility  with  the  plan,  is  of  particular  Importance. 
The  urban  renewal  manual  states  that,  "An  assumed  private  use  must  be 
compatible  with  the  land  uses  permitted  by  the  urban  renewal  plan  for 
the  remainder  of  the  urban  renewal  area._"  Th<  development  of  wrehous  1  ng , 
wholesaling,  or  light  manufacturing  uses  in  Parcels  5  «nd  6  does  not 
appear  to  be  compatible  with  the  plan,  even  though  other  factors  indicate 
that  these  parcels  would  serve  well  for  the  stated  uses.   Your  appraiser 
Is  concerned  with  the  major,  dramatic  influence  expected  of  Parcels  5  and 
6  in  relation  to  the  creation  of  the  Plaza,  and  the  strategic  location  and 
esthetic  considerations  given  to  visibility.   To  assume  that  the  Government 
Center  Plaza,  the  arcades  and  walkways,  and  the  bridging  across  New  Congress 
Street  are  not  part  of  the  plan  for  purposes  of  alternate  uses,  appears  to 
be  counter  to  the  spirit  of  the  urban  renewal  manual.   We  conclude  that 
development  of  Parcels  5  and  6  with  the  uses  here  under  discussion  Is  not 
"compatible"  with  the  plan  as  It  is  presently  envisioned. 

Parcel  1,  on  the  other  hand,  does  offer  some  opportunities  for  a  development 
of  the  nature  indicated.   The  location  is  such  that  it  can  be  separated  from 
the  project  area,  and  it  is  felt  that  the  orientation  of  the  balance  of  the 
project  could  be  adjusted  to  permit  a  change  from  high-density,  prestige 
office  space  on  this  portion  of  the  project.   While  the  influence  of  Parcel  I 
would  be  most  effective  if  developed  as  a  high-density  use,  practical  alter- 
native uses  for  the  parcel  could  be  either  of  lower  intensity  or  call  for  a 
stretch-out  of  development  timing. 

In  terms  of  compatibility  "other  commercial"  use  of  Parcel  1  is  judged  accept- 
ibie  but,  as  is  discussed  hereafter,  such  use  is  not  the  most  profitable 
al ternat  i ve . 
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3.   Office  Developrrient 

In  the  initial   listing  of  the  possible  alternative  land  uses,  high-rise  and 
low-rise  office  developments  were  mentioned.   This  subsection  treats  both  of 
these  uses  since  the  ultimate  lessees  would  be  relatively  the  same,  the  choice 
of  use  type  being  more  a  factor  of  market  absorption  capacity  than  of  differing 
tenant  sources.  Recognizing  that  a  substantial  amount  of  office  space  is 
already  programmed  for  the  project  area,  it  would  appear  that  th«  develop- 
ment of  Parcels  1,  3>  and  6  as  office  space  represents  their  most  logical 
land  use.  All  of  the  features  which  contribute  to  the  strength  of  the 
private  parcels  (with  the  exception  of  the  benefits  of  a  location  adjacent 
to  Government  facilities)  are  equally  applicable  to  Parcels  I,  5>  and  6. 
If  it  is  assumed  that  only  one  of  the  three  parcels  will  be  available,  the 
other  two  being  developed  for  public  use,  then  the  public  use  nature  of 
the  project  will  remain,  and  all  of  the  benefits  accruing  to  the  private 
parcels  would  then  be  available  to  the  alternative  use  of  any  one  of  the 
three  public  parcels.  The  problem,  however,  and  the  reason  for  designation 
of  either  high-rise  office  or  low-rise  office,  is  that  of  lack  of  market- 
ability for  the  magnitude  of  office  space  possible  under  the  controls  stated 
for  the  public  parcels. 

The  urban  renewal  manual,  In  Section  14-1-1,  states  that  in  an  appraisal  on 
an  alternate  use  concept,  "evaluation  so  derived  shall  always  leave  the 
project  at  least  as  well  off  financially  as  It  would  be  had  the  land  been 
designated  for  private  development."   In  attempting  to  designate  such 
evaluation  under  an  alternative  use  concept  for  office  space,  we  have  had 
to  reconsider  the  market  for  office  space  development  and  the  resulting 
marketability  of  large  parcels  of  land  designated  for  office  use. 

It  would  appear  that  the  two  primary  variables  affecting  disposition  of  land 
for  office  construction  are  the  amount  of  space  permitted  and  the  timing  of 
market  entry.   It  Is  highly  unlikely  that  an  additional  one  or  two  million 
square  feet  of  space,  assuming  present  density  controls  would  be  applicable 
to  private  developers,  could  be  absorbed  by  the  private  market  within  the 
timing  requirements  indicated  in  the  present  plan.   It  would  appear  that 
significant  parcels  of  land  in  downtown  Boston,  particularly  in  so  dominant 
a  location,  would  be  capable  of  commanding  substantial  land  prices  if  certain 
of  the  control  requirements  were  lessened  and  private  redevelopers  were 
offered  the  choice  of  delayed  development  against  a  market-absorption 
schedule  more  oriented  to  the  introduction  of  large  amounts  of  new  office 
space  into  the  private  market. 
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On  the  other  hand,  if  disposition  procedures  are  held  to  a  time  period 
approaching  that  currently  proposed  by  the  renewal  agency,  an  alternative 
development  of  low-density  facilities  appears  to  be  nxsre  practical.  Under 
such  an  alternative  we  would  propose  that  the  use  be  some  type  of  "office 
park"  featuring  large  open  areas  punctuated  by  a  substantial  number  of 
smaller  structures  having  architectural  identity.  This  would  probably 
necessitate  disposition  of  various  sub-parcels  in  a  series  of  sales,  rather 
than  a  single  sale  as  presently  contemplated. 

Under  either  of  these  disposition  procedures  we  believe  that  the  result 
would  be  well  oriented  toward  full  compatibility  with  the  balance  of  the 
project  and  the  objectives  of  the  Local  Public  Agency,  both  in  esthetic 
terms  and  as  measured  by  benefits  to  the  community  at  large.  Some  form 
of  office  use,  therefore,  is  presented  as  the  highest  and  best  alternative 
for  the  public  parcels.  Market  data  supporting  this  conclusion  are  presen- 
ted hereafter. 

Land  Values  of  Commercial  Uses 

Following  the  instructions  found  in  the  HHFA  manual  to  the  effect  that, 
assuming  compatibility,  the  alternate  use  valuation  shall  always  leave 
the  project  at  least  as  well  off  financially  as  it  would  be  had  the  land 
been  designated  for  private  redevelopment,  field  research  was  conducted 
to  determine  the  present  Boston  market  for  land  developed  for  mixed  com- 
mercial uses  as  compared  with  land  prices  generated  by  large  scale  office 
projects.   This  research,  which  included  detailed  interviews  with  knowledg- 
able  representatives  of  the  Boston  real  estate  fraternity,  led  to  the 
following  information. 

The  most  active  market  for  land  to  be  developed  for  other  commercial  uses 
as  defined  here  may  be  found  along  Route  128  west  of  the  Boston  central 
area.   Experience  indicates  that  land  prices  for  "industrial"  parks  along 
Route  128  vary  from  $.50  to  $1.50  per  square  foot  with  highest  prices  being 
obtained  directly  west  of  Boston.   Your  appraiser  has  been  informed  that  in 
a  recent  transaction  involving  5  acres,  lying  to  the  northwest  of  Boston 
along  Route  128,  the  price  achieved  was  somewhat  less  than  $1.00  per  square 
foot  despite  the  fact  that  all  utilities  were  provided  and  the  transaction 
in  question  was  the  last  in  the  development  of  which  it  is  a  part. 

In  the  City  of  Boston  itself  recent  activity  indicates  prices  of  less  than 
$1.00  per  square  foot  for  parcels  in  the  New  York  Streets  project  and  in 
South  Boston.   Some  activity  has  also  been  evident  in  Brighton  and  Alston 
but  of  a  nature  that  Is  not  considered  an  indication  of  land  values  in 
Government  Center.   This  latter  activity  involved  parcels  of  5,000  to  10,000 
square  feet  for  such  varying  purposes  as  industrial  use  and  dead  storage 
warehous  ing. 
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Contrasting  with  these  land  prices  for  industrial  and  commercial  land  is 
a  comparatively  recent  sale  of  some  13-plus  acres  for  the  Technology 
Square  development  in  Cambridge.   Owned  Jointly  by  the  Massachusetts 
Institute  of  Technology  and  Cabot,  Cabot  and  Forbes,  two-thirds  and  one- 
third  respectively,  this  project  includes  some  5-plus  acres  of  urban 
renewal  land.   The  remaining  8-plus  acres  represent  a  purchase  from  Lever 
Brothers  and  the  subsequent  demolition  of  the  factory  that  was  on  the 
land.   It  is  l<nown  that  the  urban  renewal  portion  of  the  total  project 
area  was  purchased  for  a  price  of  $1.80  per  square  foot;  but  because  of 
the  very  scale  of  the  demolition  costs  involved  in  clearance  of  the  Lever 
Brothers  parcel,  the  recorded  land  price  for  the  Lever  Brothers  purchase 
is  not  an  accurate  indication  of  the  total  land  cost  to  HIT  and  Cabot, 
Cabot  and  Forbes.   It  has  been  learned  that,  after  inclusion  of  these 
demolition  costs,  the  average  price  paid  for  the  13-plus  acres  involved 
was  about  $^  per  square  foot. 

This  $4.00  price  emphasizes  the  advisability  and,  according  to  HHFA  rules, 
the  practical  necessity  for  eliminating  "commercial  uses"  as  an  alternate 
concept  for  Parcel  1  as  well  as  for  Parcels  5  snd  6.*  Considering  the  total 
situation  surrounding  the  marketability  of  Parcel  1,  it  Is  felt  that  the 
land  values  there  generated  are  at  least  those  achieved  at  Technology  Square 
and  most  likely  greater. 

However,  to  cover  all  possibilities  your  appraiser  reviewed  the  circumstances 
of  Parcels  3  and  6  under  the  assumption  that  the  plaza  portions  of  Parcel  11 
were  added  to  Parcels  5  and  6  and  that  the  total  was  offered  for  "other 
commercial"  use.   Considering  street  needs  inherent  in  such  a  rearrangement 
it  was  assumed  that  the  new  parcel  would  total  some  530,000  square  feet. 
Against  the  market  indicators  for  "other  commercial"  land  it  was  further 
assumed  that  the  total  new  parcel  could  be  marketed  for  $2.00  per  square 
foot--an  optimistic  estimate  in  the  present  market  even  accepting  location- 
al  advantages.   The  resulting  $1,100,000  realized  from  such  redesign  of  the 
project  still  falls  some  $830,000  short  of  the  present  appraisals  of  Parcels 
3  and  6  under  the  office  al ternate--this  without  even  considering  the  effect 
that  such  change  would  have  upon  the  private  parcels. 

On  the  basis  of  conclusions  drawn  from  the  research  and  analyses  described 
above,  it  is  concluded  that  "other  commercial"  use  is  not  an  acceptable 
alternative  for  Parcels  3,  6,  or  1. 


*    It  should  also  be  noted  that  Technology  Square  represents  an  example  of  a 
flexible  development  schedule.   The  only  requirement  running  with  that 
portion  of  the  project  area  purchased  through  urban  renewal  channels  is 
that  a  minimum  of  200,000  square  feet  of  office  space  be  built  within  about 
k^   years;  this  on  a  parcel  of  over  5  acres. 
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Appraisal  Technique  For  Office  Alternative 

In  the  opinion  of  your  appraiser,  the  Technology  Square  situation  helps 
"prove"  that  highest  land  values  would  be  generated  by  the  designation  of 
office  space  as  the  alternate  use  against  which  the  reuse  value  of  Parcels 
1,5.  and  6  should  be  measured.  This  does  not  mean,  however,  that  Tech- 
nology Square  represents  a  sufficiently  comparable  situation  to  suggest 
its  use  as  a  base  value  for  reuse  evaluation  purposes.  A  number  of  factors 
militate  against  such  a  conclusion  including  the  following: 

1.  Technology  Square  enjoys  an  exemption  from  State  income  taxes 
and  possibly  from  certain  local  and  federal  taxes  because  of 
MIT's  majority  position. 

2.  The  developers  of  Technology  Square  have  only  to  market  200,000 
square  feet  of  office  space  in  a  k-^   year  period  to  meet  the 
timing  obligations  of  their  urban  renewal  purchase. 

3.  The  nonentreprenuer iai  aspects  of  MIT's  interest  suggests  that 
an  institutional  return  would  be  considered  acceptable  by  the 
investors . 

It  has  therefore  been  concluded  that  appraisal  of  Parcels  I,  5>  and  6 
should  be  accomplished  by  the  method  used  for  the  private  office  parcels 

This  appraisal  follows  discussion  of  alternative  use  possibilities  for 
Parcel  k. 

*   *   * 

Present  plans  for  Government  Center  call  for  the  use  of  Parcel  h   as  the 
site  of  a  city-developed  parking  structure  with  the  further  understanding 
that  this  structure  could  include  as  many  as  2,000  car  stalls.  This  under- 
standing has  formed  part  of  the  background  for  the  appraisal  of  all  other 
parcels  in  the  project  area  in  the  sense  that  the  great  parking  need  that 
will  be  generated  by  the  office  uses  was  assumed  to  be  to  a  great  extent 
satisfied  by  the  public  development  of  the  subject  parcel.   In  reviewing  the 
plan,  the  selection  of  Parcel  k   for  parking  use  appears  fairly  reaonsable. 
The  parcel  is  largely  separated  from  the  Plaza  concept  of  the  plan,  yet 
is  close  enough  to  major  portions  of  the  plan  to  be  useful  in  a  fashion 
that  supports  the  uses  planned  for  the  parcels  by  taking  advantage  of  the 
adjacent  John  F.  Fitzgerald  Expressway  and  the  immediate  access  to  all 
portions  of  the  city  available  from  this  location. 

The  most  likely  function  that  Parcel  4  is  in  a  position  to  perform  for 
alternatate  use  purposes  is  also  that  of  parking,  in  this  instance  of  a 
private  development  nature.  This  use  of  Parcel  k   is  inherent  in  the 
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controls  of  almost  all  the  other  parcels;  for  whether  Parcels  1,  5.  and 
6  are  developed  for  private  or  public  office  purposes,  up  to  6,000,000 
square  feet  of  office  development  is  possible  within  the  total  project. 
Parking  space  availability  for  such  office  space  has,  in  most  instances, 
been  severely  limited  in  number  of  stalls  and/or  restricted  in  the  sense 
that  it  must  be  enclosed  and  be  below  the  plaza  level.   Even  in  instances 
where  parking  is  apparently  permitted  by  the  controls,  your  appraiser  has 
assumed  that  the  total  use  of  the  parcel  (for  example.  Parcel  2)  will  be 
that  of  office  space  and,  even  in  this  instance,  the  number  of  surface 
parking  spaces  must  be  consented  to  in  writing  by  the  Boston  Redevelopment 
Authority.   In  the  case  of  Parcels  8,  9,  10,  12  and  13,  parking.  If  It  is 
to  be  developed,  must  be  primarily  underground.  Consequently,  if  parking 
needs  were  not  substantially  met  through  other  means,  a  considerable 
addition  to  construction  costs  would  result  without  any  balancing  offset 
through  appreciably  higher  rents,  and  land  values  would  be  reduced.   In 
the  case  of  the  public  parcels  planned  for  office  construction,  only  in 
the  instance  of  Parcel  1  is  surface  parking  permitted  and  even  here  it  is 
limited  to  50  spaces.  The  controls  for  Parcel  6  do  allow  parking  under 
the  plaza  level  if  enclosed,  while  the  controls  for  Parcel  5  specifically 
deny  surface  parking  but  make  no  mention  of  possible  underground  parking. 

Up  to  this  point  in  the  appraisal,  no  specific  mention  has  been  made  of 
parking's  significance  as  a  factor  in  the  marketability  of  the  other  parcels 
because  of  the  assumption  on  the  part  of  your  appraiser  that  a  major  portion 
of  the  parking  needs  of  the  total  project  could  be  accommodated  on  Parcel  k. 

All  of  the  above  factors  lend  support  to  the  opinion  of  your  appraiser  that 
therajternate  use  for  Parcel  k   should.be  assumed  to  be  parkinq«  The  loca- 
tion oftheparcelTtheimportarice  generation 
of  stated  values  for  the  other  parcels,  and  the  great  parking  demand  that 
will  be  the  result  of  the  total  project's  development  all  lead  to  the  con- 
clusion that  a  major  parking  facility  is  an  integral  requirement  of  the  pro- 
ject if  functional  operation  of  the  total  concept  Is  to  be  achieved.   Parcel 
k   appears  to  be  a  reasonable  locale  from  which  to  provide  this  essential 
service. 

The  question  becomes  one  of  the  form  that  this  parking  could  take  as  an 
alternative  use  with  possibilities  ranging  from  an  open-air  lot  with  a  capa- 
city of  less  than  ^+50  car  stalls  (no  j)ridqinq  of.  New  Congress  Street  being 
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of  as  many  as  2,000  car  stalls.   At  this  point,  it  should  be  noted  that 
general  knowledge  of  the  revenues  generated  by  parking  in  Boston  leads  us 
to  suspect  that  high  values  can  be  generated  isy  an  open-air  lot  with  values 
increasing  to  some  extent  as  tiers  are  added  until  that  point  at  which  turn- 
over and/or  rates  are  so  reduced  by  reserve  capacity  that  additional  revenues 
are  not  sufficient  to  support  the  costs  of  an  additional  tier.   In  fact,  in 
the  appraisal  of  Parcel  k,   we  will  note  the  land  values  that  comparable  sales 
indicate  can  be  generated  by  surface  parking  in  downtown  Boston. 
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However,  in   the  opinion  of  your  appraiser,  the  assumption  of  a  surface 
lot  as  the  alternate  use  for  Parcel  k    is  not  justified  by  the  total  cir- 
cumstances of  the  Government  Center  development.   As  noted,  very  little 
provision  or  permission  for  parking  space  has  been  granted  in  the  controls 
for  any  one  of  the  other  parcels,  and  in  no  instance  has  our  appraisal  been 
conducted  on  the  assumption  that  anything  beyond  minimum  parking  facilities 
would  be  provided  in  subbasements  in  the  development  of  any  of  the  parcels 
in  the  plan.   In  those  instances  where  potential  demand  may  be  sufficient 
to  generate  rentals  at  least  equivalent  to  office  use,  it  is  assumed  that 
the  developer  will  make  adjustments  in  his  total  design  to  accommodate 
parking  use  if  such  should  prove  possible.   At  the  point  where  parking  use 
of  the  FAR  limits  will  not  generate  the  values  developed  by  office  space, 
there  will  be  little  reason  for  developers  concerned  to  provide  such  parking, 
Possibly  it  is  explanation  enough  to  state  that  we  have  assumed  throughout 
our  appraisals,  that  sufficient  parking  will  be  available  on  Parcel  4  to 
satisfy  the  need  for  parking  as  generated  by  total  development  of  Government 
Center.  To  assume  at  this  point  that  the  alternate  use  for  Parcel  4  Is  a 
limited-capacity,  open  parking  lot  would  therefore  call  for  reevaluation 
of  almost  all  other  parcels. 

Consultants  to  the  Redevelopment  Authority  have  indicated  a  potential  need 
for  2,000  car  stalls  as  generated  by  the  more  than  20,000  daytime  visitors 
to  and  workers  in  Government  Center.  Your  appraiser  is  convinced  that 
this  statement  of  need  is  reasonable.  For  appraisal  purposes.  Parcel  k  is 
assumed  to  be  the  location  of  a  privately  owned,  tiered  parking  lot  with  a 
Z.OQO-car  stal  1  c'at   ' 
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APPRAISAL  OF  PARCELS  5  AND  6 

The  preceding  discussion  has  indicated  that  the  alternative  use  for  Parcels 

5  and  6  is  identical.   Either  could  be  developed  in  conformity  with  the  re- 
development specifications  as  established  for  public  office  use  with  certain 
adjustments  for  timing,  or,  as  an  alternative,  the  lowering  of  the  densities 
and  a  somewhat  lesser  adjustment  in  the  timing  of  the  development.   In 
addition  to  adjustments  for  timing  (or  market  impact,  as  stated  in  the  ap- 
praisal) other  adjustments  have  been  made  to  account  for  general  renewal  con- 
trols, specific  architectural  requirements,  and  renewal  benefits.   As  with 
the  appraisals  carried  out  in  the  preceding  sections  for  private  office 
parcels,  these  factors  remain  constant,  effecting  the  same  measure  of  detri- 
ments and  benefits  to  the  redeveloper  as  was  stated  for  the  private  parcels. 
The  major  change  in  this  appraisal,  however,  is  the  introduction  in  the  alter- 
native use  of  timing  requirements  which  are  not  present  in  the  renewal  plan 

or  in  the  appraisals  which  have  preceded  this  section. 

Your  appraiser  has  estimated  that,  as  concerns  Parcels  3  and  6,  if  one  should 
come  on  the  market  in  competition  with  the  private  parcels  previously  appraised, 
then  substantial  reductions  would  be  necessary  on  almost  all  parcels.   The 
cumulative  impact  of  such  additional  office  space  as  applied  to  Parcels  5  and 

6  could  cause  reductions  from  fair  market  value  approaching  80%  to  90%*  and 
possibly  reduce  reuse  values  to  a  point  where  other  alternative  uses  of  sub- 
stantially lower  density  could  return  an  equal  land  price.  On  the  other  hand. 
if  allowance  is  made  for  the  absorption  of  the  now  proposed  private  office 
space,  then  opportunities  for  sale  of  either  of  the  major  parcels  for  high- 
density  office  space  appear  to  be  very  real. 

This  assumption  does  not  call  for  a  time  period  of  unreasonable  length  but 
rather  one  which  would  perhaps  bring  the  parcels  to  the  market  within  5  to 

7  years,  or  approximately  following  the  absorption  of  the  private  office 
parcels.   Under  this  assumption  we  believe  that  a  market  adjustment  in  a 
range  of  between  50%  to  60%  is  appropriate  for  sales  concurrent  with  other 
office  parcels.   Here  we  have  assumed  a  disposition  program  leading  to  the 
earliest  possible  sale  of  all  parcels,  but  delay  of  alternate  use  parcel 
development  till  the  private  parcels  are  developed.   If  otherwise,  the 
value  of  these  private  parcels  will  be  considerably  reduced. 

To  illustrate  the  judgments  leading  to  the  50%  to  60%  range:  if  either  Parcel  . 
5  or  6  were  placed  on  the  market  concurrently  with  the  parcels  now  scheduled 
for  private  office  development,  an  additional  private  office  capacity  of 
from  800,000  to  950,000  square  feet  would  become  available.   Such  an  increase 
in  development  capacity  would  suggest  an  across-the-board  doubling  of  the  15% 
market  impact  factor  used  in  the  appraisal  of  the  private  parcels.   For  all 
office  parcels  would  be  affected  by  the  potential  for  almost  50%  more  private 
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office  space  than  presently  envisioned,  and  the  sale  of  Parcels  8,  9,  10, 
etc.,  would  consequently  yield  a  lower  cash  return. 

Since  the  result  of  appraising  Parcels  5  and  6  without  assuming  develop- 
ment timing  controls,  when  added  to  nonadjusted  appraisals  of  the  private 
parcels,  would  lead  to  an  artificially  inflated  total  project  value,  we 
have  chosen  the  alternative  of  bringing  Parcels  5  and  6  to  sale  in  the 
present  market  but  to  development  after  the  private  parcels.   The  result 
in  terms  of  total  project  position  is  equivalent. 

A  valuation  based  on  lower  density  office  space  would  produce  commensurate 
adjustments  in  the  factor  for  market  impact.   The  necessary  calculations  in 
the  reduction  of  allowable  FAR  ratios  and  commensurate  reductions  In  the 
market  impact  factor  would  suggest  a  direct  relationship  between  these  two 
factors,  and  consequently,  a  compensating  effect  upon  reuse  value. 

On  the  pages  which  follow,  the  reuse  controls  for  Parcels  5  and  6  are  shown 
facing  the  adjustment  table  Indicating  the  reuse  price  developed  for  these 
alternative  uses. 
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PARCEL  5 

A,  Permitted  Uses  -  Public  Office  and  Institution. 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  six. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:  minimum  of  65  feet,  maximum  of  85  feet  above  elevation 
34  feet  in  tliat  portion  of  parcel  lying  within  500  feet  of  New 
Congress  Street.  Not  to  exceed  400  feet  above  elevation  "ik   feet 
for  the  remainder  of  the  parcel. 

k.     Setback:   controls  not  applicable. 

5-   EaswMHts:   subway  easements  must  be  maintained.   Construction 
shall  proceed  so  as  not  to  damage  or  interfere  with  subway  use. 

6.  Parking:   not  surface  parking.  Auto  servicing  for  official 
vehicles  permissible  if  conducted  in  an  enclosed  structure. 

7.  Access:   not  permitted  within  100  feet  of  southerly  sideline  of 
New  Sudbury  Street.  Permissible  from  New  Sudbury  Street  and 
from  New  Congress  Street  by  right  turn  only. 

8.  Loading  bays:   minimum  of  three  to  be  provided. 
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PARCEL  5 

Valuation  based  upon: 

Base  value  —  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  5%  Specific  Architectural  Requirements  and  Problems 
-55%  Market  Impact 

-  3%  Easements  and  Special  Construction  Problems 

0  Site  Characteristics 

0  Access 

+  3%  Location 

+20%  Renewal  Benefits 

Parcel  Value  k7%   x  $2.50  -  $1,175 

Permissable  FAR  6 

Net  Rentable  FAR  (assume  80%)    4.8 

Net  FAR  X  value  per  square  foot  of  rentable  area     4.8  x  $1,175  ~  $5.64 

say  $5.50  to  $6.00 
Parcel  Size  198,529  sq.  ft. 

Parcel  Price  198,529  x$5.50  "  $'.091,910 

$5.75  -  $1.'^'.542 
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PARCEL  6 

A.  Permitted  Uses  -  Public  Office  and  Institution. 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  eight. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:  maximum  140  feet,  minimum  100  feet  above  elevation  3^ 
feet . 

k.     Setback:   controls  not  applicable. 

3.  Building  envelope:   east  facade  must  form  effective  visual  en- 
closure to  dock  square.  Subway  easements  must  be  maintained* 
Construction  shall  proceed  so  as  not  to  damage  or  interfere 
with  subway  use. 

6.  Parking:   surface  parking  not  permitted.  Enclosed  parking  per- 
missible if  below  elevation  of  Government  Center  Plaza  as  it 
abuts  upon  subject  parcel.  Auto  servicing  for  official  vehicles 
permissible  if  conducted  in  an  enclosed  structure. 

7.  Access:   for  parking  and  loading,  by  right  turn  only  from  New 
Congress  Street. 

8.  Loading  bays:   minimum  of  five  to  be  provided. 
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PARCEL  6 

Valuation  based  upon: 

Base  value  --  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-55%  Market  Impact 

-  3%  Easements  and  Special  Construction  Problems 

0  Site  Characteristics 

0  Access 

+  3%  Locat  ion 

+20%  Renewal  Benefits 

Parcel  Value  47%  x  $2.50  =  $1,175  per  square  foot  of  rentable  area 

Permissable  FAR  8 

Net  Rentable  FAR  (assume  80%)    G.k 

Net  FAR  X  value  per  square  foot  of  rentable  area     6.4  X  $1,175  ■  $7-52 

say  $7.25  to  $7.75 
Parcel  Size  123,632  sq.  ft. 

Parcel  Price  123,632  x  $7.25  -  $896,332 

$7.50  -  $927,240 
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PARCEL  I 

A.  Permitted  Uses  -  Public  Office  and  Institution. 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  eight. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:   not  to  exceed  420  feet  above  elevation  3k   feet. 

4.  Setback:  minimum  setback  to  clearly  define  circumferential 
streets . 

5.  Building  envelope:   controls  not  applicable. 

6.  Parking:   maximum  of  fifty  surface  spaces,  minimum  of  100  enclosed 
spaces,  automobile  servicing  must  be  completely  enclosed. 

7.  Access:   not  permitted  within  200  feet  of  intersection  of  New 
Chardon  and  Merrimac  Streets,  Merrimac  and  Staniford  Streets, 
Staniford  and  Cambridge  Streets,  and  Cambridge  and  New  Chardon 
Streets  for  parking  and  loading;  maximum  of  three  vehicular 
access  points  permitted  on  parcel  perimeter. 

8.  Loading  bays:   minimum  of  nine  to  be  provided. 

*        *        * 

C.  Recommended  change  for  Alternate  Use  Purposes. 
I.  Floor  area  ratio:   not  to  exceed  six. 
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PARCEL  I 

Valuation  based  upon: 

Base  value  —  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-55%  Market  Impact 

0  Easements  and  Special  Construction  Problems 

~   0  Site  Characteristics 

0  Access 

-  3%  Locat  ion 

+20%  Renewal  Benefits 

Parcel  Value  kk%  x  $2.50  »  $1.10  per  square  foot  of  rentable  area 

Permissible  FAR  6.0* 

Net  Rentable  FAR  (Assume  80%)    4.8 


Net  FAR  X  value  per  square  foot  of  rentable  area    4.8  x  $1.10  =  $5.28 

say,  $5.00  -  $5.50 

Parcel  Size  330,000  square  feet** 

Parcel  Price  330,000  x  $5.00  =  $1,650,000 

330,000  X  $5.25  =  $1,732,500 


*  Recommended  change  from  8. 
**  From  369,503  square  feet  to  allow  for  streets, 
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PARCEL  I 


Assuming  a  private  office  alternate  use  for  Parcel  1,  the  three  factors 
which  have  been  applied  on  a  consistent  basis  to  all  the  office  parcels 
are  proper  here  as  well.  These  include  minus  15%  for  general  renewal 
controls,  minus  3%  for  specific  architectural  requirements  and  problems, 
and  plus  20%  for  renewal  benefits. 

The  factor  of  marl<et  impact  is  of  overwhelming  importance  in  the  appraisal 
of  Parcel  I.   Because  of  its  immense  size,  maximum-dens ity  office  develop- 
ment could  result  in  construction  of  over  2,350,000  net  rentable  square  feet, 
considerably  greater  than  that  possible  on  Parcels  5  and  6  (952,900  and 
791,245  square  feet  respectively).  Under  any  circumstances,  this  would 
call  for  a  considerable  downward  adjustment  for  the  factor  "market  impact." 
In  the  opinion  of  your  appraiser,  marketing  factors  affecting  the  total 
project  make  the  more  than  doubling  of  the  present  private  office  capacity 
of  the  project  (from  about  2,000,000  square  feet  to  over  4,350,000  square 
feet)  unrealistic.   Even  though  Parcel  I  is  not  fully  competitive  with 
other  project  office  parcels  because  of  its  location  away  from  existing  areas 
of  activity  at  the  extreme  northwest  end  of  the  project  area,  present  plans 
do  call  for  its  service  by  mass  transit  facilities.   It  is  quite  conceivable 
that  the  parcel  could  be  designed  for  development  around  a  plaza  of  Its  own 
creating  its  own  environment  somewhat  In  the  nature  of  Technology  Square  to 
which  previous  reference  has  been  made.   In  fact,  it  Is  felt  that  this  would 
be  its  most  logical  and  profitable  use.   Further  appraisal  of  Parcel  I  has 
therefore  been  conducted  with  such  a  development  In  mind. 

Certain  adjustments  In  project  controls  and  parcel  circumstances  have  been 
assumed.  First,  for  such  a  mult istructure  plaza  development,  parcel  size 
would  be  reduced  by  streets  found  necessary  for  adequate  circulation.  For 
present  purposes,  this  adjustment  is  assumed  to  range  between  10%  and 
1 2%, leading  to  a  parcel  size  of  about  330,000  square  feet.   Second,  market 
factors  suggest  that  the  permissible  FAR  should  be  reduced  to  lessen  the 
impact  of  the  present  capacity  of  the  parcel  and  yet  maintain  Its  potential 
relationship  with  the  remainder  of  the  Government  Center  project.   With 
full  recognition  of  the  planning  and  architectural  alternatives  that  are 
possible,  economic  and  design  factors  suggest  that  an  FAR  of  six  would  be 
appropriate.   Such  an  FAR  would  be  in  line  with  most  of  the  private  parcels 
and  would  still  allow  for  future  development  of  up  to  1,680,000  square  feet 
of  net  rentable  space,  thus  granting  considerable  design  and  market 
flexibility  without  completely  flooding  the  market  situation  some  five  to 
seven  years  hence;  for  the  same  considerations  and  assumptions  as  to  the 
timing  of  sale  and  development  noted  for  Parcels  5  and  6  are  felt  to  be 
appi icable  here. 

Recognizing  that,  even  as  reduced,  the  capacity  of  Parcel  I  will  be  almost 
twice  that  of  either  Parcels  5  or  6,  the  market  impact  factor  of  30%  across 
the  board  for  all  other  office  parcels  would  appear  still  applicable  because 
of  the  lesser  competitiveness  of  the  location  of  Parcel  1  and  the  proba- 
bility that  tenants  of  a  somewhat  different  nature  could  be  attracted  — 
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hopefully  single-purpose  structures  whose  owners  would  be  interested  In 
the  possibilities  of  their  own  completely  unique  environment. 

For  Parcel  1  itself,  an  adjustment  of  35%  would  be  applicable  because  of 
its  immense  capacity  and  "off-center"  location.  Again,  no  readjustment 
of  the  private  parcels  has  been  made  at  this  point,  thus  suggesting  a 
market  Impact  factor  for  Parcel  I  of  minus  55%. 

No  adjustment  has  been  made  for  the  categories  "easements  and  special 
construction,"  "site  characteristics,"  and  "access." 

As  against  its  competitors,  the  position  of  Parcel  1  at  the  extreme  north- 
west end  of  the  project  area  suggests  an  adjustment  of  minus  3%  for  the 
category  "location." 

As  in  the  previous  analyses,  the  individual  adjustment  have  been  totaled 
in  a  table  as  presented  opposite  and  applied  to  the  base  figure  of  $2.50. 
A  per-square-foot  land  price  was  then  developed  through  use  of  the  net 
rentable  FAR,  and  a  parcel  price  created  by  the  multiplication  of  the 
latter  figure  by  the  parcel  size,  in  this  instance  as  adjusted  to  meet 
suggested  changes  in  the  circumstances  of  development  of  the  parcel. 

It  Is  of  interest  that  the  land  value  developed  is  higher  than  the  $4.00 
figure  noted  for  Technology  Square.   Recognizing  the  limited  degree  of 
your  appraiser's  information  concerning  the  details  of  the  Technology 
Square  payment  and  tax  situation,  the  land  value  developed  here  appears  to 
be  in  1 ine  with  Technology  Square,  if  only  because  of  Parcel 
advantages. 
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PARCEL  k 


Permitted  Uses, 


The  parcel  shall  be  devoted  to  public  or  semipubl ic  uses.   Principal 
uses  may  be  public  parking  and  bus  terminal  facilities.   Bus  terminals 
shall  be  confined  to  that  portion  of  the  parcel  lying  east  of  New 
Congress  Street.  Accessory  uses  permitted  include:   transportation 
facilities,  retail  and  service  establishments,  eating  places  and 
entertainment,  exhibition  space,  and  tourist  information  facilities. 

B.   Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  6. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:  maximum  of  63  feet,  minimum  of  30  feet  above  elevation 
3k   feet. 

k.      Setback:   minimum  setback  to  clearly  define  New  Sudbury,  Black- 
stone,  and  New  Congress  Streets. 

3.   Easements:   New  Congress  Street  to  pass  through  building  with 

minimum  vertical  clearance  of  1^  feet  6  inches.   Subway  easements 
shall  be  maintained.   Construction  shall  proceed  so  as  not  to 
damage  or  interfere  with  subway  use. 

6.  Parking:  open  automobile  parking  not  permitted. 

7.  Access:   In  conformity  with  good  traffic  engineering  practices. 
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APPRAISAL  OF  PARCEL  k 


As  was  noted  earlier  in  this  section  in  discussion  of  the  alternate  use 
concept,  it  is  the  intention  of  your  appraiser  to  value  Parcel  k   under 
the  assumption  that  private  developers  will  be  required  to  provide  some 
2,000  car  stalls  in  a  tiered  structure.   In  approaching  this  problem  our 
attention  has  been  directed  to  obtaining  knowledge  of  the  number  and 
diversity  of  parking  structures  both  in  Boston  and  across  the  country 
that  are   of  sufficient  size  to  be  of  use  as  comparable  situations. 

It  was  discovered  that  in  practically  every  instance,  parking  garages  with 
capacities  exceeding  1,000  stalls  have  been  publicly  financed.  While  two 
major  exceptions  to  this  general  rule  are  presently  in  the  planning  stages,* 
both  examples  are  known  to  be  facing  difficult  financial  situations.   Both 
are  linked  with  retailing  market  circumstances  which,  by  the  nature  of  the 
competition  and  the  use  to  be  served,  involve  severe  limitations  upon  rates 
and  a  highly  cyclical  pattern  of  use. 

It  was  therefore  determined  that  the  alternate  use  assumed  for  Parcel  k 
represents  a  fairly  unique  situation  in  that  market  experience  resulting 
from  private  development  of  a  parking  structure  of  the  size  contemplated 
is  practically  nonexistent.   While  specific  instances  of  gross  income  per 
car  stall  are  available  and  are  utilized  in  the  residual  analysis  which 
follows  in  a  latter  portion  of  this  section,  comparable  sales  of  land  for 
the  proposed  use  are  at  the  present  time  unavailable.  Nevertheless,  speci- 
fic attention  was  given  to  recent  transactions  in  central  Boston  that  have 
led  to  development  of  surface  parking  lots  so  that  we  could  develop  a 
picture  of  the  land  values  that  parking  use  of  a  more  limited  density 
appears  to  command  in  the  market.   In  the  following  paragraphs  a  number 
of  recent  central  Boston  transactions  are  analyzed  to  determine  in  a  gene- 
ral fashion  land  values  that  can  be  created  by  parking  use. 

Recent  Market  Indicators 

The  numbering  of  the  following  recorded  transactions  corresponds  with 
their  order  of  listing  in  Appendix  A  of  this  report. 


*  Allegheny  Center  in  Pittsburgh;  Westchester  Plaza  in  New  Rochelle, 
New  York. 
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Transaction  No.  19--This  8,000  square  foot  parcel  was  purchased  in  November 
1951  for  $65,000.   Its  location  is  8-12  Sommerset  Street  in  the  vicinity  of 
the  Suffolk  County  Courthouse.   Its  rates  are  as  follows:  50  cents  first 
half  hour,  25  cents  each  additional  half  hour.   All  day  parking  $3.00. 
Evenings  75  cents.   It  is  licensed  for  38  cars. 

Transaction  No.  20--This  parcel  totals  close  to  7,600  square  feet  and  was 
purchased  in  December  of  1955  for  $56,000.   Its  location  is  12-14  Ashburton 
Place,  again  near  the  Suffolk  County  Courthouse.   It  has  a  capacity  of  38 
cars  and  its  rates  are:  50  cents  first  half  hour,  25  cents  each  additional 
half  hour,  a1 1  day  $3.00. 

Transaction  No.  21--This  16,285  square  foot  parcel  was  purchased  for  $375tOOO 
in  April  of  I96O.   Its  location  is  91-107  Federal  Street  in  the  midst  of  the 
present  business  and  financial  center  of  Boston.   The  capacity  of  the  lot  is 
65  cars  and  the  rate  structure  Is:  $1  first  half  hour,  25  cents  each  addition- 
al half  hour,  evening  parking  75  cents. 

Transaction  No.  22 — This  5,324  square  foot  parcel  was  purchased  in  February 
of  1959  for  $67,500  and  has  a  20-car  capacity.   Its  rate  structure  Is:  50 
cents  first  half  hour,  25  cents  each  additional  half  hour,  all  day  parking 
$2.50.   The  location  of  the  lot  Is  141-163  Sommer  Street,  a  fairly  active 
area  but  not  as  attractive  as  that  of  the  immediately  preceding  transaction. 

Transact  ion  No.  23 — This  parcel  was  purchased  in  May  of  I957  for  $145,000. 
It  encompasses  some  9.000  square  feet  and  has  a  car  capacity  of  42.   Its 
address  is  46  Broadway  approximately  midway  between  the  project  area  and 
Prudential  Center.    Its  rate  structure  is  as  follows:  50  cents  for  the  first 
hour,  25  cents  each  additional  hour  with  a  $1.50  all  day  maximum. 

Transaction  No.  24 — This  23,000  square  foot  parcel  was  purchased  in  March 
of  1958  for  $215,000.   The  lot  has  a  capacity  of  75  cars,  and  its  rate 
structure  is:  50  cents  first  half  hour,  50  cents  second  half  hour,  25  cents 
each  additional  half  hour,  evenings,  5  pm.  to  closing,  $1.25-   The  address 
of  the  lot  is  245-275  Washington  Street.   The  recorded  price  paid  for  the 
lot  was  $115,000  but  there  is  significant  indication  that  demolition  costs 
and  other  factors  of  development  raised  the  actual  land  cost  to  about 
$250,000. 

Transaction  No.  25--This  parcel  is  the  result  of  two  purchases,  one  in  March 
and  one  in  May  of  1957.   The  two  together  include  over  15,000  square  feet 
and  the  combined  price  was  $64,000.   Their  location  is  27-28  Dock  Square  at 
Congress  Street.   Although  licensed  for  80  cars,  the  purchase  itself  does 
not  represent  the  entire  lot  presently  in  use  for  parking.   The  rate  struc- 
ture in  this  particular  instance  is  50  cents  for  the  first  half  hour,  50 
cents  for  the  second  half  hour,  and  50  cents  for  each  additional  hour.   The 
al 1-day  rate  is  $3-00. 
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PARK ING  COMPARABLES 


Transaction 
Number 

Date 
11/5/51 

Price 
$  65,000 

Lot 
Size 
So.   Ft. 

8,000 

Licensed 
No.  of 
Stalls 

40 

Price 
Per 
So.  Ft. 

19 

$  8.12 

20 

12/21/55 

$  56,000 

7.586 

38 

$  7.38 

21 

VI 3/60 

$375,000 

16,285 

65 

$23.03 

22 

2/2/59 

$  67.500 

5.324 

20 

$12,68 

23 

5/15/57 

$145,000 

9.029 

42 

$16.06 

Ik 

3/19/58 

$115,000* 

23.047 

75 

$  4.99 

25 

3/5/57 

$   64,000 

15.430 

80 

$  4.15 

*  Price  misleading  in  that  demolition  and  other  costs  are  reported  to  eqa 
sale  price. 
**  Does  not  represent  entire  lot  for  which  license  was  issued. 
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The  above  noted  transactions  are  summarized  on  the  table  opposite.   In 
each  instance,  a  price  per  square  foot  is  listed  along  with  a  price  per 
licensed  stall.   This  latter  figure  is  of  more  significance  because  It  is 
against  the  number  of  income -producing  units  that  value  should  be  determined 
for  purposes  of  indicating  the  market  circumstances  of  Parcel  k. 

In  reviewing  the  listed  transactions,  it  was  found  that  Transaction  Nos . 

21,  22,  and  24  developed  the  highest  values  per  car  stall  with  No.  21  far 
outdistancing  its  closest  comparison.   Transaction  Nos.  19>  20,  and  2k   are 
at  the  low  end  of  the  scale,  with  No.  2k   being  the  only  instance  in  which 
some  information  was  available  as  to  probable  clearance  cost.   Recognizing 
that  clearance  could  have  been  an  exceptional  factor  in  any  one  of  the  other 
transactions,  and  that  therefore  land  prices  for  the  other  transactions  are 
somewhat  understated,  the  function  of  demonstrating  that  land  values  for  open 
parking  lots  are  fairly  high  can  be  served  without  reference  to  such  de- 
mo 1  i  t  ion  costs . 

Of  the  four  (out  of  six)  transactions  which  offer  some  comparability. 
Transaction  No.  25  does  not  represent  the  entire  lot  and,  therefore,  its 
usefulness  as  a  guide  to  value  is  severely  limited.   Nos.  21,  22,  and  23 
are  probably  closest  to  the  situation  expected  to  exist  on  Parcel  k.      The 
location  of  Transaction  No.  21  is  in  the  heart  of  the  Boston  office  dis- 
trict and  the  date  of  the  transaction  is  the  latest  of  those  listed,  so 
the  fact  that  its  price  outdistances  even  that  of  Transaction  22  is  not 
surprising.   Its  rates  are  also  higher  than  usual — $1.00  for  first  half 
hour.   Transaction  No.  22  also  lies  in  a  high  intensity  use  area  but  of  a 
lesser  degree  than  that  of  its  companion  transaction.  No.  21.   Transaction 
No.  23  is  somewhat  of  an  anomaly.   Its  location  is  not  one  of  particularly 
high  density  use  but  it  is  situated  in  an  established  entertainment  area  so 
that  daily  use  is  probably  of  a  more  extended  period,  say  till  10  to  11  p.m., 
than  is  the  case  with  Nos.  21  and  22. 

Transaction  Nos.  I9i  20,  and  2k   produce  the  lowest  apparent  values.   Nos.  19 
and  20  occurred  in  1951  and  1955,  respectively,  in  an  area  that  was  at  the 
time  considered  to  be  declining  and  whose  uses  were  more  residential  of  a 
transient  nature,  that  is,  rooming  houses,  etc.,  so  that  values  proved  to 
be  comparatively  low.   As  indicated,  the  figure  noted  for  Transaction  2k    is 
misleading.   Its  location  is  actually  one  of  a  high  degree  of  activity, 
particularly  of  a  retail  nature  which,  while  suggesting  a  cyclical  demand 
concentrated  in  a  few  hours  during  the  day,  is  primarily  misleading  because 
of  indications  as  to  clearance  costs.   When  these  are  added  to  the  total 
land  cost,  the  land  price  paid  per  stall  doubles. 

Recognizing  the  fact  that  Parcel  k   development  as  a  surface  lot  would  suggest 
a  capacity  of  approximately  433  stalls,  while  the  capacity  of  the  largest 
usable  comparable  (Transaction  No.  2k)    is  only  75  stalls.  Transaction  Nos.  21 

22,  23,  and  2k    (as  adjusted  for  demolition  factors)  remain  the  most  comparable 
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situations,   at  least  in  terms  of  activity,  to  what  may  be  expected  on 
Parcel  k.      When  it  is  recognized  that  Parcel  k   would  suffer  little  com- 
petition for  traffic  that  is  drawn  to  the  City  Hall  and  to  other  govern- 
ment buildings,  it  can  be  seen  that  its  value,  as  suggested  by  recent 
sales,  could  be  reasonably  quoted  at  $4,000  per  car  stall  or  as  much  as 
$10  per  square  foot.* 

Yet,  as  has  been  noted,  it  is  not  felt  that  such  use  of  Parcel  4  is  a 
proper  measure  of  the  parcel's  function  within  the  concept  of  Government 
Center  as  a  whole.   As  discussed  in  the  portions  of  this  section  dealing 
with  the  alternate  use  concept,  to  permit  a  surface  parking  lot  on  Parcel  k 
and  to  assume  that  the  controls  for  the  use  of  such  parcel  should  be  so 
written,  would  be  to  ignore  many  other  aspects  of  the  plan  as  these  aspects 
are  inferred  in  the  promulgated  controls.   A  listing  of  the  more  Important 
considerations  would  include  the  minimum  degree  of  parking  permitted  by 
the  controls  on  most,  if  not  all,  other  parcels;  the  very  great  demand  for 
parking  that  can  be  expected  to  be  generated  by  the  State  and  Federal 
Office  Buildings,  let  alone  by  the  City  Hall;  and  a  ru le-of-thumb  measure 
of  parking  need  that  suggests  one  car  stall  for  every  1,000  square  feet 
of  office  space.   In  terms  of  the  private  space  development  expected,  this 
would  suggest  demand  for  2,000  car  stalls  for  private  office  visitors  and 
workers  alone.   Of  course,  this  does  not  mean  that  2,000  stalls  are  needed 
for  this  purpose.   A  high  turnover  rate  could  considerably  reduce  this 
demand  as  expressed  in  actual  stalls  constructed,  and  It  can  be  assumed  that 
parking  lots  will  be  developed  to  meet  this  demand  in  areas  not  under  urban 
renewal  control  but  sufficiently  close  to  Parcels  8,  9.  10,  and  12  to 
exploit  the  parking  needs  that  will  inevitably  be  generated  by  their  develop- 
ment . 

Consultants  to  the  Redevelopment  Authority  have  indicated  a  need  for  as 
many  as  2,000  car  stalls  in  the  Parcel  k    location,  and  assuming  project 
development  as  programmed,  your  appraiser  accepts  this  as  a  basis  against 
which  controls  for  the  p-ivate  development  of  Parcel  k   would  be  written. 

Parcel  4,  therefore,  has  been  appraised  against  land  values  developed  by  a 
2,000  stall  structure  situated  at  this  location.   The  approach  utilized  is 
again  that  of  the  cash  throw-off  to  land  indicated  by  review  of  the  finan- 
cial factors  inherent  in  such  a  project.  A  discussion  of  this  residual 
analys  is  fo! lows . 

*   Value  per  square  foot  indicated  by  the  comparables  is  greater  since  an 
area  of  only  200  to  250  square  feet  per  car  stall  is  indicated  by  our 
investigation.   The  assumption  of  433  spaces  for  Parcel  4  reflects  the 
further  assumption  that  in  a  selfpark  situation,  use  of  350  square  feet 
per  car  stall  is  indicated. 
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PRO  FORMA  CAPITAL  COST  STATEMENT 
GOVERNMENT  CENTER  PARKING  REUSE 


Construction  Costs 

Development  Costs 
Architects 
Engineers 
Legal 
Other 

Taxes  and  Insurance  During  Construction 

Interest  on  Construction  Loan 

Financing  Fee 

Cont  i  ngency 


$4,U00,000 
352,000 


50,000 
13^.600 

29,400 
261 .000 


TOTAL  Capital  Costs  Excluding  Land 


$5.227.000 


(85) 


PARCEL  k 
RESIDUAL  ANALYSIS  -  2.000  STALL  PARKING  STRUCTURE 


Capital  Cost  Statement 

The  table  opposite  shows  the  capital  cost  structure  of  the  2.000  car  garage 
pictured  for  Parcel  k.      Best  available  information  indicates  that  the  pre- 
sent cost  of  a  tiered  structure  in  Boston's  circumstances  can  be  estimated 
at  $2,200  per  stall.   This  estimate  has  been  adopted  for  appraisal  purposes 
against  the  knowledge  that  such  costs  can  go  as  low  as  $1,500  per  stall  to 
higher  than  the  $2,200  figure  which  has  been  used.   The  $2,200  figure  is 
considered  reasonable  for  present  purposes. 

Experience  indicates  that  the  various  consulting  fees,  including  those  for 
architectural,  engineering,  legal  and  other  professional  advice,  will 
approximate  8%  of  construction  cost  and  this  assumption  forms  the  second 
step  in  the  capital  cost  structure. 

Taxes  during  construction  have  been  assumed  to  run  primarily  against  the 
land  value.   Insurance  during  construction  is  considered  to  be  minimal 
under  present  circumstances  because  of  the  comparatively  limited  fire 
hazard  Inherent  in  garage  construction. 

Interest  on  construction  loan  has  been  calculated  on  an  experience-sugges- 
ted basis  of  3.825%  against  8(%  of  construction  costs. 

In  estimating  the  financing  fee  necessary  for  the  proposed  development,  it 
has  been  assumed  that  a  mortgage  equivalent  to  some  50%  of  capital  cost 
could  be  achieved.   This  figure  is  higher  than  usually  achieved  but  reflects 
a  recent  change  in  thinking  as  to  parking  lots  with  increasing  emphasis  on 
potential  income  stream.   As  a  result,  obtainable  mortgage  commitments  have 
been  increasing  as  a  percentage  of  capital  costs. 

The  last  factor  in  capital  cost  development  is  that  set  aside  for  contin- 
gencies.  In  the  present  instance,  this  has  been  established  at  a  figure 
which  represents  a  little  less  than  5%  of  capital  costs. 

The  resulting  capital  costs  for  a  completed  structure  is  indicated  at 
$5,227,000. 

Projection  of  Income  Stream 

The  turnover  rate  in  a  parking  structure  of  2,000  car  capacity  and  the  rate 
structure  found  most  effective  in  terms  of  highest  income  productions  as 
measured  against  lowest  operating  cost,  could  be  estimated  for  a  Parcel  k 
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PRO  FORMA  OPERATING  COST  STATEMENT 
GOVERNMENT  CENTER  PARKING  REUSE 
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Wages:  ]k   Employees  at  $70  per  Week  $  51,000 

Management  20,000 

Maintenance  and  Insurance  (at  $13.50  per  Stall)  27.000 

Subtotal  $  98,000 

Taxes  (at  20%  Gross  Income)  $240,000 

Depreciation  (at  2.25%)  $107.000 

Total  $445.000 
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parking  structure,  and  a  residual  analysis  based  upon  these  estimates. 
This  has,  in  fact,  been  done  in  a  preliminary  fashion.   However,  it  is 
the  opinion  of  this  office  that  our  position  is  more  firm  if  primary  em- 
phasis is  placed  upon  the  known  and  projected  income  producing  capacity 
of  the  Boston  Common  Garage  since  it  is  probably  one  of  the  few  instances 
in  the  United  States  of  a  privately-operated  structure  of  a  size  even 
approaching  that  proposed  for  Parcel  k.      We  recognize  the  difficulties  in 
such  an  approach,  that  the  Boston  Common  Garage  has  only  just  finished  its 
first  fiscal  year;  that  the  proposed  Parcel  k   development  will  be  33% 
larger  than  our  comparable;  that  the  Common  Garage  serves  retail  areas 
as  well  as  an  office  market  and,  therefore,  is  subject  to  a  turnover  rate 
and  consequent  rate  structure  situation  that  differs  from  what  may  be 
expected  on  Parcel  k;   and  that  the  Common  Garage  is  subject  to  certain 
costs  such  as  bus  service  to  and  from  points  of  downtown  origin  for  which 
successful  development  of  Parcel  4  will  probably  not  be  necessary.   Never- 
theless, the  Boston  Common  Garage  represents  a  concrete  demonstration  of 
the  income  producing  capacity  of  a  mammoth  parking  structure.   Its  ex- 
perience, however   brief  in  time,  is  thought  to  be  far  more  definitive  for 
appraisal  purposes  than  rate  structure  and  turnover  assumptions  that  by 
necessity  are  essentially  the  product  of  theory. 

It  has  been  learned  from  the  Common  Garage  management  that  present  indica- 
tions suggest  a  continuing  rise  in  income  per  year  as  the  convenience  of 
the  structure  becomes  more  and  more  a  matter  of  common  knowledge  through- 
out the  metropolitan  area.   In  developing  an  income  stream  per  stall  for 
purposes  of  residual  analysis  it  has  been  assumed  that  while  this  continual 
yearly  increase  can  occur  for  three  or  four  to  as  many  as  ten  years,  that 
four  years  represents  a  reasonable  time  period  for  purposes  of  becoming  es- 
tablished in  the  market-   Based  upon  information  made  available  to  this 
office,  an  income  stream  of  $600  per  stall  has  been  established  for  pur- 
poses of  the  residual  analysis. 

Operating  Costs 

For  ease  of  understanding,  operating  costs  have  been  listed  in  the  table 
shown  opposite  to  illustrate  the  out-of-pocket  and  bookkeeping  expenses 
of  a  project  of  the  size  contemplated. 

The  first  two  items,  wages  and  management,  reflect  the  belief  that  for  most 
effective  use  of  the  garage  two  entrances  will  be  required,  one  from  the 
John  Fitzgerald  Expressway,  and  one  serving  the  city  streets  surrounding 
the  structure.   Further,  using  the  Boston  Common  Garage  as  an  example,  at 
each  of  these  entrances  there  would  be  five  lanes,  two  in  and  three  out  or 
alternately  three  in  and  two  out  depending  upon  the  severity  of  the  flow 
of  traffic  in  either  direction.   Each  of  these  entrances  will  require  a 
minimum  of  three  employees  with  some  necessity  for  overlap  to  cover  the 
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PRO  FORMA  LAND  RESIDUAL  STATEMENT 


GOVERNMENT  CENTER  PARKING  REUSE 


Estimated  Income  Stream 

Less:  Operating  Expenses 
Taxes 
Deprec  iat ion 


NET  INCOME 

Net  Income  Capitalized  at  8% 

Less:  Capital  Costs 
LAND  RESIDUAL 


$  98,000 
240,000 
107.000 

$M*5,000 


$1,200,000 


¥*S . 000 
$  755.000 
$9,437,500 
$5.227.000 
$4,210,500 
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extent  to  which  an  operating  day  exceeds  8  hours.   In  addition,  experience 
indicates  that  in  a  structure  the  size  of  that  contemplated  efficient  opera- 
tion will  call  for  at  least  one  employee  on  each  level  of  the  structure  to 
take  care  of  emergencies,  break-downs,  other  mechanical  difficulties,  etc., 
that  are  a  normal  consequence  of  mass  vehicular  use.   The  management  of  an 
operation  of  the  size  contemplated  can  be  expected  to  require  at  least  one 
position  of  fairly  substantial  salary  and  a  figure  of  $20,000  has  been 
adopted  to  reflect  this  need  plus  accompanying  secretarial  personnel,  etc. 

The  costs  of  maintenance  and  insurance  have  been  established  at  $I3'50  per 
stall  which  reflects  experience  in  the  first  instance  and  existing  rates 
for  the  Boston  area  in  the  second. 

Internal  revenue  sources  indicate  that  in  genera),  the  assumed  life  of  a 
structure  of  the  type  contemplated  is  about  45  years  and,  therefore,  de- 
preciation is  assumed  to  be  2.25%  per  year. 

Having  thus  established  the  basic  information  necessary  for  evaluation  of 
the  subject  parcel,  a  description  of  the  judgments  applied  to  these  figures 
fol lows . 

Analysis  of  Residual  to  Land 

The  table  opposite  is  similar  in  organization  to  those  that  have  appeared 
previously  in  this  report.   Income  is  assumed  to  be  $1.2  million  per  year 
($600  X  2,000  units)  and  from  it  is  subtracted  the  previously  described 
estimates  as  to  operating  expenses,  depreciation,  and  a  factor  for  taxes 
which  represents  20%  of  gross  income.   The  net  income  figure  is  then  capi- 
talized at  an  8%  rate  in  recognition  of  the  fact  that  the  operating  risk 
of  a  parking  lot  is  greater  than,  for  instance,  that  of  an  office  building. 
Total  capital  costs  are   then  subtracted  from  the  capitalized  value  figure 
and  the  result  is  a  land  residual  of  some  $4.35  million. 


As  noted  in  previous  analyses,  the  land  residual,  which  reflects  the  de- 
veloped value  of  an  improvement  in  full  operation,  does  not  represent  that 
price  a  developer  can  afford  to  pay  for  the  privilege  of  creating  such  a 
use  on  a  given  piece  of  land.   In  the  present  instance,  there  are  any 
number  of  risks  involved  In  ownership  of  a  2,000  car  parking  structure 
that  influence  determination  of  the  sum  a  developer  can  afford  to  pay  for 
the  opportunity  to  bring  the  development  to  fruition.   There  is,  of  course, 
an  interplay  between  this  percentage  of  developed  value  and  the  8%  figure 
used  to  indicate  capitalized  value. 
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The  factors  which  suggest  development  risk  include  the  following: 

1.  There  is  little  or  no  experience  across  the  country  with  a  structure 
of  the  size  that  is  contemplated  here.  While  there  is  a  2,100-car 
structure  in  downtown  Rochester,  New  York,  its  operation  is  not  con- 
sidered comparable  since  it  is  publicly  owned  and  financed  against 
the  city's  credit  and  is  oriented  toward  retail  use,  thus  requiring 
a  considerably  different  rate  structure  than  likely  to  prove  possi- 
ble on  Parcel  k.      This  office  has  knowledge  of  an  800-car  structure 
on  the  West  Coast  and  two  public  garages  in  Boston  are  of  similar 
size.  Other  than  the  noted  instances,  including  the  Boston  Common 
and  possibly  a  few  more  of  under  1 ,000-car  capacity,  little  experience 
can  be  found  against  which  a  potential  developer  can  Judge  his 
circumstances. 

2.  By  the  very  nature  of  the  operation,  the  developer  cannot  count  on  a 
guaranteed  income  stream. 

3.  Since  the  controls  require  that  the  use  remain  the  same  for  'fO  years, 
the  developer  is  faced  with  severe  dangers  of  possible  street  changes 
which  would  limit  the  convenience  of  the  use  of  his  facility. 

k.      He    is  faced  with  an  imponderable  which  we  shall  classify  as  potential 
technological  change  capable  of  making  his  facility  comparatively 
obsolete. 

Even  the  experience  of  the  years  since  the  Second  World  War  give  evidence  of 
the  significance  of  the  danger  noted  in  "k,"     As  of  \9^5   or  19^*6,  few  if  any 
knowledgeable  persons  would  have  been  willing  to  predict  that  within  a  10- 
to  15  year  period,  trolleys  would  have  become  an  obsolete  item  in  the  trans- 
portation systems  of  our  major  cities.   Yet  the  switch  to  buses  has  becotne 
overwhelming  and  from  our  present  vantage  point,  trolleys  are  largely  an 
item  of  the  past.   Changes  that  could  occur  of  course  cannot  be  specifically 
predicted,  but  the  possibility  of  being  burdened  with  a  structure  whose  use 
is  obsolete,  or  comparatively  obsolete,  must  be  recognized  in  the  present 
circumstances . 

It  is  the  opinion  of  your  appraiser  that,  because  of  the  factors  here  dis- 
cussed, the  base  value  of  Parcel  ^  to  a  developer  probably  ranges  less  than 
30%  of  developed  value — say,  between  40%  and  30%-   For  appraisal  purposes 
a  figure  of  kS%   has  been  assumed  and  base  value  is  indicated  to  be  $1,89^,125* 
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PARCEL  k 

Valuation  based  upon: 

Base  value  —  $1 ,894,725 
Adjustments  from  100% 

-  15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 

-  50%  Market  Impact 

-  10%  Easements  and  Special  Construction  Problems 

0  Site  Characteristics 

0  Access 

0  Location 

-I-  20%  Renewal  Benefits 

Adjustment  Factor  42% 

Reuse  Value  $795,785 

Parcel  Size  187,097  square  feet 

Reuse  Value  Per  Sq.  Ft.    $4.25 
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As  in  each  of  the  previous  instances,  reuse  value  represents  an  adjustment 
of  base  value  by  some  8  factors  as  described  in  Section  V  of  this  report. 
These  adjustments  are  noted  on  the  table  opposite. 

As  in  each  of  the  previous  instances,  a  minus  15%  adjustment  has  been  es- 
tablished for  the  category  "General  Renewal  Controls."  Similarly,  factors 
of  architectural  review  have  been  valued  at  minus  5%  and  applied  under  the 
category  "Specific  Architectural  Requirements  and  Problems." 

The  major  adjustment  in  the  present  circumstances  occurs  in  the  category 
"Market  Impact."   In  this  instance,  we  do  not  have  specific  reference  to 
competitors  but  rather  to  two  other  factors.   These  are  (1)  the  length  of 
time  required  to  establish  a  position  and  reach  operating  levels  equal  to 
the  levels  assumed  in  discussion  of  income  stream  potential;  and  (2)  re- 
cognition of  the  fact  that  need  for  the  parking  structure  does  not  present- 
ly exist  but  is  to  be  created.   It  is  the  understanding  of  your  appraiser 
that  present  programming  suggests  a  development  period  of  between  5  and  6 
years  for  Government  Center  and  market  circumstances  affecting  private 
office  development  tend  to  support  this  assumption.   Therefore,  while 
establishing  the  requirement  that  the  structure  shall  contain  2,000  car 
stalls,  it  is  recognized  that  the  demand  for  this  number  of  parking  places 
is  still  a  number  of  years  away.   Consequently,  in  establishing  a  reuse 
price  as  of  the  present  time,  the  project's  potential  Income  stream  must 
be  discounted  by  a  factor  that  is  measured  according  to  the  time  period 
required  for  the  demand  to  be  created  and  for  the  facility  to  establish  a 
position.   These  two  considerations  are  taken  into  account  under  the  cate- 
gory "Market  Impact"  and  represent  an  adjustment  of  minus  30%>   Calcula- 
tion of  this  adjustment  has  been  based  on  the  assumption  of  an  8  or  9  year 
wait  for  market  development. 

Full  development  of  Parcel  k   requires  accommodation  of  two  easements, 
major  in  nature.   One  of  these  is  for  subway  facilities,  the  right  of  way 
for  which   lies  directly  under  the  northeast  portion  of  the  parcel.   The 
second  is  for  New  Congress  Street  which  would  run  directly  through  the 
center  of  the  structure,  the  assumption  being  that  parking  spaces  would  be 
provided  both  above  and  below  the  actual  New  Congress  Street  easement.  To 
reflect  the  problems  inherent  in  these  circumstances  an  adjustment  of  minus 
10%  has  been  taken  under  the  category  "Easements  and  Special  Construction 
Problems." 

No  adjustment  has  been  applied  for  the  categories  "Site  Characteristics," 
"Access,"  and  "Location."  All  of  these  are  favorable  but  this  fact  is  in- 
herent in  the  selection  of  Parcel  k   for  parking  in  the  first  instance. 
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Any  development  of  Parcel  i*  will  benefit  from  sucli  factors  as  the  tax 
arrangement  permitted  under  121a  and  site  assembly.  An  adjustment  of 
plus  20%  has  therefore  been  applied  under  the  category  "Renewal  Benefits." 

The  total  of  adjustments  indicates  a  cumulative  adjustment  factor  of  42% 
which,  when  applied  to  base  value,  suggests  a  reuse  value  of  $795,785. 
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PART  IV 


GENERAL  BUSINESS  APPRAISALS 


SECTION  VIM 


APPRAISAL  OF  GENERAL  BUSINESS  PARCELS 


Parcels  14  and  15  have  as  their  designated  reuse,  general  business. 
While  no  specific  definition  of  commercial  activity  has  been  provided 
concerning  this  use  category,  it  is  understood  to  include  service  uses, 
convenience  retailing  (including,  for  example,  food  and  drugs)  possibly 
the  graphic  arts  and  other  such  use  types  that  do  not  require  prestige 
space  and/or  are  not  financially  capable  of  paying  premium  office  rents. 
^k>st  likely  to  be  excluded  from  this  use  definition  will  be  uses  which 
tend  to  create  noise,  fire  hazards,  odors,  etc.,  which  tend  to  be  detri- 
mental to  the  attractiveness  of  neighboring  general  office  uses.  As 
noted,  though  of  a  sami -manufacturing  nature,  certain  aspects  of  the 
printing  trades  could  qualify. 

It  is  the  opinion  of  your  appraiser  that  acceptable  general  business 
uses  should  not  be  Judged  according  to  whether  a  physical  product  is 
produced  on  the  premises  but  rather  according  to  the  desirability  of 
the  attendant  characteristics  of  the  use  in  question. 

In  the  appraisal  which  follows,  we  have  been  guided  by  the  use  concept 
described  above.  The  financial  analysis  developed  for  buildings  subject 
to  rehabilitation  is  based  on  assumptions  of  minimum  "gingerbread"  in 
estimating  rehabilitation  costs.  The  financial  analysis  designed  for 
Parcel  15  and  for  Parcel  14  under  the  full  clearance  assumption  also 
has  been  pursued  on  a  minimum  acceptable  cost  basis. 

As  inferred,  Parcel  14  has  been  appraised  against  two  assumptions; 
(1)  rehabilitation,  and  (2)  total  clearance.  Therefore,  two  financial 
analyses  similar  in  format  to  those  previously  described  were  found 
necessary  for  the  general  business  appraisals.  The  first  follows  the 
rehabilitation  assumption  and  the  second,  total  clearance.  Both  are 
applicable  to  Parcel  14  because  of  the  alternate  possibilities  for  the 
parcel's  development.  The  second  is  also  applicable  to  Parcel  15.  A 
description  follows: 

Capital  Costs  -  Rehabilitation 

In  previous  financial  analyses  and  in  the  one  which  will  follow  a 
pro  forma  statement  of  capital  costs  has  been  presented.   In  the 
present  instance,  the  rehabilitation  costs  per  square  foot  of  net 
rentable  area  is  an  assumed  figure  developed  against  the  following 
considerat  ions . 

The  uses  intended  for  the  ground  floor  areas  of  the  buildings  to  be 
rehabilitated  are  pictured  as  similar  to  those  presently  occupying 
the  first  floor  areas  of  some  of  the  buildings  in  question,  more 
specifically,  retail  and  service  uses.  We  take  note  of  the  fact  that 
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PRO  FORMA  LAND  RESIDUAL  STATEMENT 
r,FMFRAL  BUSINESS  REUSE  -  REHABILITATION 


Per  Square  Foot  of  General  Business  Space 


Guaranteed  Rent  ^  ^-^^ 

Less:  Vacancy  Al lowance  $   .20 
Operating  Expenses  1.75 

Taxes  -80 

Depreciation  .50 


NET  INCOME 
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U-ili 


Net  Income  Capitalized  at  6%  $12.50 

Less  Rehabilitation  Cost  — h^ 

LAND  RESIDUAL  PER  SQUARE  FOOT  OF 

REHABILITATED  GENERAL  BUSINESS  SPACE 


these  businesses  are  evidently  successful,  that  the  degree  of  their 
success  is  to  a  considerable  extent  the  result  of  the  desirability 
of  their  location,  and  that,  with  the  full  development  of  Government 
Center  this  desirability  will  probably  increase.  These  uses  are 
capable  of  paying  fairly  high  rents  and  it  is  understood  to  be  the 
custom  of  the  Boston  market  for  such  uses  to  take  full  financial 
responsibility  for  the  costs  of  interior  fixturing  beyond  the  provi- 
sion of  space  and  four  walls  -  in  effect,  a  tenant  allowance  system. 
As  a  result,  no  rehabilitation  costs  accrue  for  the  street  level  space 
and,  in  some  instances,  for  the  second  floor  space  of  the  buildings 
subject  to  rehabilitation.   Only  minimal  rehabilitation  is  contemplated 
for  the  upper  floors  of  the  buildings  in  question. 

This  office  has  been  informed  by  the  Business  Relocation  Division  of 
the  Boston  Redevelopment  Authority  that  the  buildings  in  question  total 
some  35,000  square  feet  with  about  10,000  square  feet  of  this  total 
representing  space  that  is  sufficiently  desirable  to  attract  premium 
rents.   For  the  reasons  described  above,  this  prime  general  business 
space  will  require  little  or  no  rehabilitation  expense  on  the  part  of 
the  redeveloper.  The  out-of-pocket  costs  will,  therefore,  run  to  the 
remaining  25,000  square  feet.  Following  the  format  used  elsewhere  in 
this  report,  the  financial  analysis  has  been  conducted  according  to 
the  effects  of  one  square  foot  of  net  rentable  area  and  therefore 
rehabilitation  costs  per  square  foot  are  intended  to  represent  an 
average  for  the  total  net  rentable  area  with  recognititten  of  the 
fact  that  rehabilitation  of  a  good  portion  of  this  area  will  be  borne 
by  the  potential  tenants. 

In  light  of  these  factors,  rehabilitation  costs  have  been  estimated  at 
$2.00  per  net  rentable  square  foot. 

Land  Residual  Analysis  -  Rehabilitation 

The  financial  analysis  against  which  land  residuals  for  the  rehabilita- 
tion portion  of  Parcel  ]k   have  been  developed,  is  presented  in  the 
table  opposite.   The  assumed  $4.00  average  rent  level  reflects  the  judg- 
ment that  the  some  10,000  square  feet  of  prime  general  business  space 
will  command  rent  levels  averaging  $5.00  per  square  foot  while  the 
remainder  of  the  rehabilitated  space  will  average  out  at  about  $3-50 
per  square  foot.  An  average  rent  level  of  $4.00  per  square  foot  has 
been  determined  to  be  reasonable  in  light  of  the  discussion  presented 
above. 

Again,  a  5%  vacancy  factor  has  been  established  and  real  estate  taxes 
are  assumed  to  be  20%  of  gross  income.   Operating  expenses  present  a 
problem,  however.   There  is  no  specifically  published  experience  for 
buildings  of  the  size  and  physical  nature  of  those  being  considered 
here.  Actual  expenses  will  vary  both  according  to  the  uses  eventually 
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attracted  and,  even  assuming  equivalent  uses,  among  the  four  buildings 
that  are  subject  to  rehabilitation.   While  an  administrative  office 
in  the  buildings  will  not  be  required  because  of  their  minimal  size, 
other  costs,  on  a  square  foot  basis,  could  be  correspondingly  higher 
because  of  the  small  amount  of  space  over  which  these  costs  may  be  spread, 
and  most  importantly,  because  of  the  age  of  the  structures.   Local 
experience  indicates  that  a  factor  of  $1.75  per  net  rentable  square 
foot  is  applicable  on  a  pro  forma  basis  and  our  analysis  proceeded 
accordingly . 

The  depreciation  factor  presents  two  problems.   The  first  is  the  use 
life  attributable  to  such  structures,  and  the  second  is  the  value 
assumed  to  be  depreciable  once  rehabilitation  has  been  completed. 
Because  of  the  age  and  minimal  rehabilitation  assumed  in  this  analysis, 
a  probable  use  life  of  twenty  years  has  been  established,  and  the 
depreciable  value  set  at  $10.00  per  square  foot. 

The  last  steps  in  the  table  are  similar  to  those  utilized  in  the  other 
residual  analyses ,  and  the  result  is  a  developed  land  value  of  $10.30 
per  square  foot  of  net  rentable  area. 

Capital  Cost  and  Land  Residual  Analysis  -  New  Structures 

The  assumptions  which  follow  are  applicable  to  both  parcels  \k   and  15 
and  are  presented  in  tabular  form  on  the  following  pages. 

Basic  construction  cost  is  assumed  to  be  $16.00  per  net  rentable  square 
foot.  This  represents  a  minimum  figure  for  an  elevator  building  and 
to  it  has  been  added  those  factors  and  fees  as  necessary  for  architects, 
engineers,  taxes  and  insurance  during  construction,  financing,  etc. 
The  capital  cost  figure  that  results  is  $20.60  per  net  rentable  square 
foot. 

Average  rental  is  assumed  to  be  $4.25.  This  figure  is  partially  a 
result  of  the  information  as  to  the  existing  market  discussed  in 
relation  to  the  rehabilitation  structures  and  of  the  expected  rentals 
in  the  prime  general  office  space.   It  also  represents  recognition  of 
the  fact  that  the  locational  circumstances  of  Parcel  14  are  quite 
unusual  and  not  enjoyed  by  Parcel  15-  These  locational  advantages  are 
tal<en  into  account  in  the  adjustments  for  urban  renewal  factors  rather 
than  at  this  point  in  our  analysis. 

The  vacancy  allowance  is  5%. 

Operating  expenses  have  been  placed  at  $1.50  per  net  rentable  square 
foot,  thus  reflecting  the  assumption  that  new  space  will  be  more  econo- 
mical than  the  rehabilitation  space  previously  discussed. 
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PRO  FORMA  CAPITAL  COST  STATEMENT 
GENERAL  BUSINESS  USE 


Construction  Costs  $16.00 

Development  Costs  1 .60 

Architects 
Engineers 
Legal 
Other 


Taxes  and  Insurance  during  Construction  .30 

Interest  on  Construction  Loan  .65 

Management  and  Leasing  during  Construction  .82 

Financing  Fee  .20 

Contingency  1 .03 


TOTAL  CAPITAL  COSTS  EXCLUDING  LAND  $20.60 
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PRO  FORMA  LAND  RESIDUAL  STATEMENT 
GOVERNMENT  CENTER  GENERAL  BUSINESS  REUSE 


Guaranteed  Rent 


Less: 


NET  INCOME 


Per  Square  Foot  of  General  Business  Space 
$  4.25 


Vacancy  Al lowance 

$   .21 

Operating  Expenses 

1.50 

Taxes  15% 

.64 

Depreciation 

.?' 

$  2.86 


Net  Income  Capitalized  at  6% 

Less  Capital  Costs 

LAND  RESIDUAL  PER  SQ.  FT.  OF  DEVELOPED 
GENERAL  BUSINESS  SPACE 


$23.17 
20.60 

i^J2 
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Recognizing  that  the  tax  factor  under  121A  is,  to  the  extent  it  exceeds 
10%  of  gross  rental,  a  matter  of  negotiation,  it  has  been  assumed  in  the 
present  instance  that  this  negotiating  factor  will  result  in  a  15%  tax 
rather  than  the  20%  against  gross  income  assumed  for  the  general  office 
uses.  This  assumption  is  simply  a  recognition  of  the  fact  that  a  20% 
factor  would  not  permit  sufficient  return  to  land  to  encourage  develop- 
ment interest.   Since  it  is  assumed  that  121A  negotiations  will  be,  to 
some  extent,  based  upon  the  income  producing  capacity  of  the  property 
in  question  and  that  the  city  desires  this  property  to  be  redeveloped, 
a  15%  factor  has  been  established  for  pro  forma  purposes  in  recognition 
of  the  lesser  financial  capacity  of  general  business  uses  in  new  structures. 

Use  life  is  assumed  to  be  40  years  rather  than  the  50  years  assumed 

for  general  office.  This  is  a  reflection  both  of  the  lesser  quality 

of  construction  assumed  in  this  instance,  and  of  the  lesser  stability 

of  the  use  category  to  which  the  property  will  be  devoted. 

As  noted  in  the  table  indicating  the  pro  forma  land  residual  statement, 
the  resulting  developed  land  value  per  net  rentable  square  foot  is  $2.57. 

As  in  our  previous  analyses,  we  have  again  assumed  that  a  redeveloper 
would  be  willing  to  pay  between  50  to  60%  of  developed  value  for  the 
opportunity  inherent  in  the  general  business  market  in  Government  Center. 
Because  of  the  lesser  amount  of  rentable  area  involved  as  compared  with 
the  general  office  situation,  a  figure  $1.50,  falling  in  the  upper  portion 
of  the  range,  has  been  selected  as  the  base  value  against  which  renewal 
adjustments  will  be  made  for  cleared  land.   Base  value  for  land  and 
buildings  subject  to  rehabilitation  has  been  similarly  established  at 
$6.00. 
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PARCEL  ]k 


Because  of  its  special  circumstances,  analysis  of  Parcel  14  calls  for  an 
understanding  of  its  present  physical  make-up  and  the  alternatives  for 
development  that  are  permissible  according  to  present  plans  of  the  Boston 
Redevelopment  Authority.  As  noted  on  the  sketch  opposite,  the  subject 
parcel  Is  divided  into  seven  subparcels  most  of  which  are  presently  im- 
proved with  multistory  structures.   Of  these  existing  structures,  those 
located  on  Subparcels  1,  2,  3«  and  6  are  being  considered  for  rehabilita- 
tion. Parcel  3  is  a  lot,  now  used  for  parking.  Parcel  k   presently  is 
the  site  of  a  restaurant,  acceptable  rehabilitation  of  which  is  considered 
to  be  unlikely.  While  existing  improvements  on  Subparcel  2  are  adequate. 
It  has  been  included  within  the  Parcel  14  square  footage  because  of  the 
likelihood  that  its  area  may  be  needed  to  make  Parcel  14  more  acceptable 
as  a  development  area,  particularly  if  rehabilitation  of  Subparcels  1,  5> 
and  6--or  even  of  subparcel  1--  proves  unlikely  and  clearance  of  one  or  more 
of  the  subparcels  now  planned  for  rehabilitation  becomes  necessary. 

Since  Subparcels  1,  5,   and  6  will  be  offered  for  rehabilitation  individually, 
and,  as  is  noted,  the  treatment  of  cleared  land  for  appraisal  purposes 
differs  from  that  accorded  to  land  with  Improvements  subject  to  rehabilitation, 
development  possibilities  for  Parcel  14  could  take  a  number  of  forms.  The 
appraisals  which  follow  are  presented  for  the  two  extremes,  that  is.  total 
clearance  on  the  one  hand,  and  rehabilitation  of  the  improvements  on  Sub- 
parcels  1,  2,  5>  and  6  on  the  other.   In  the  opinion  of  your  appraiser, 
should  rehabilitation  occur  on  fewer  than  the  four  subparcels  for  which 
such  form  of  development  has  been  recommended,  the  resulting  cleared  land 
could  possibly  be  marketed  at  a  price  approaching  the  per  square  foot  figure 
indicated  under  the  total  clearance  assumption.  The  degree  to  which  this 
figure  can  be  approached  will  be  dependent  upon  which,  or  in  what  combination, 
the  subparcels  now  subject  to  rehabilitation  are  shifted  to  the  clearance 
classification. 

The  promulgated  controls  applicable  to  Parcel  14  are  presented  hereafter 
and  followed  by  a  description  of  renewal  adjustment  as  applied  to  base 
value  under  the  assumptions  (1)  total  clearance,  and  (2)  rehabilitation  of 
Subparcels  1,  2,  5.  and  6. 

Promulgated  Controls  -  Parcel  14 

A.  Permitted  uses  -  parcel  may  be  subdivided.  Principal  use  of  each  sub- 
parcel  shall  be  general  business.   Portions  of  parcels  subject  to  re- 
habi  I  i  tation.'^ 


*   Controls  governing  parcels  to  be  rehabilitated  are  reproduced  in  Appendix 
B  of  this  report . 
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B.  Building  requirements: 

1.  Floor  area  ratio:   not  to  exceed  6. 

2.  Building  coverage:   restrictions  not  applicable  but  maximum 
coverage  of  Parcel  shall  be  encouraged. 

3.  Heiglit:   minimum  kO   feet,  maximum  70  feet  from  pavement  to 
cornice  1 ine. 

h.      Set  back:   no  set  back  permitted  on  Faneuil  Hall  Square 
frontage. 

5-   Building  envelope:   not  applicable. 

6.  Parking:  no  parking  permitted. 

7.  Access:  for  parking  and  loading  only,  from  Faneuil  Hall  Square. 
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PARCEL  14  -  APPRAISAL 


Appraisal  Assuming  Rehabilitation  of  Subparcels  1.  2.  5.  and  6 

Tlie  two  tables  which  follow  show  those  adjustments  thought  justified  by 
circumstances  surrounding  rehabilitation  of  four  of  the  existing  build- 
ings on  Parcel  14.   As  in  the  case  of  Parcel  10,  two  base  figures  are  used. 
Again,  the  difference  between  these  two  figures  is  primarily  a  reflection 
of  the  fact  that  purchase  of  the  rehabilitation  portion  of  the  parcel 
includes  the  value  of  the  existing  improvements.  Adding  to  such  value 
in  the  present  instance  is  the  fact  that  rehabilitation  costs  are  low 
while  achievable  rents  are  not  proportionally  lower  than  that  which  could 
be  commanded  by  new  general  business  space.  As  previously  described, 
the  base  value  for  the  rehabilitation  portion  is  established  at  $6  while 
that  for  the  remainder  of  Parcel  14  is  established  at  $1.50. 

On  the  rehabilitation  table,  adjustments  for  the  first,  third,  seventh, 
and  last  categories  are  identical  with  those  established  for  Parcel  14 
under  the  clearance  assumption.  Other  adjustments  have  been  established 
as  follows:   a  minus  3%  adjustment  has  been  taken  for  the  category  "specific 
architectural  requirements  and  problems."  This  level  represents  a  figure 
greater  than  that  of  the  average  adjustment  to  take  into  account  problems 
inherent  in  rehabilitation,  yet  to  a  lesser  degree  than  thought  applicable 
to  the  Sears'  Crescent  Building,  rehabilitation  of  which  Is  a  major  under- 
taking. As  noted,  the  market  impact  factor  is  reflected  by  a  minus  10% 
adjustment  for  the  reasons  described  in  the  Parcel  14  clearance  discussion. 
Ho   adjustment  has  been  made  for  the  remaining  three  categories. 

The  adjustments  applied  to  the  base  figure  for  the  cleared  portion  of 
Parcel  14  are  identical  with  those  previously  described  with  one  exception. 
Under  the  rehabilitation  assumption,  the  remaining  or  cleared  portions  of 
the  parcel  are  not  all  contiguous  and  are  of  unusual  shape.  For  this 
reason,  an  adjustment  of  minus  10%  has  been  applied  for  the  category 'Is  I  te 
characteristics." 

On  each  table,  the  resulting  total  adjustment  is  applied  to  the  base  value 
producing  a  land  value  per  square  foot  of  rentable  area.  On  the  table 
devoted  to  the  rehabilitation  portion  of  the  parcel,  actual  rentable  area 
is  substituted  for  the  net  FAR  method  of  adjustment.   Total  parcel  price 
is  the  sum  of  the  reuse  values  established  for  each  portion  of  the  parcel. 
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REHABILITATION  PORTION 

Valuation  based  upon: 

Base  value  --  $6  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  5%  Specific  Architectural  Requirements  and  Problems 

-10%  Market  Impact 

0  Easements  and  Special  Construction  Problems 
0  Site  Characteristics 
0  Access 
+  3%  Location 
+20%  Renewal  Benefits 


Parcel  Value  93%  x  $6.00  -  $5.58  per  square  foot  of  rentable  area 

say,  $5 .50  per  square  foot  of  rentable  area 


Net  Rentable  35.000  square  feet 

Subparcel  Price  35,000  x  $5.50  -  $192,500 
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CLEARED  PORTION 

Valuation  based  upon: 

Base  Value  —  $1.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 

-10%  Market  Impact 

0  Easements  and  Special  Construction  Problems 
-10%  Site  Characteristics 

0  Access 
+  3%  Locat  ion 
420%  Renewal  Benefits 

Parcel  Value  85%  x  $1.50  =  $1,275  per  square  foot  of  rentable  area 

Permissible  FAR  6 

Net  Rentable  FAR  (Assume  80%)       4.8 

Net  FAR  X  value  per  square  foot  of  rentable  area  k.B   x  $1,275  "  $6.12 

say,  $6.10 

Subparcel  Size  8,400  square  feet* 

Subparcel  Price  8,400  x  $6.10  =  $  51,240 

Rehabilitation  Portion  Parcel  Price                 192.500 

Total  Parcel  Price  $243,740 


*  Approximate 
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TOTAL  CLEARANCE 

Valuation  based  upon: 

Base  value  —  $1  .50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-10%  Marl<et  Impact 

0   Easements  and  Special  Construction  Problems 

-  5%  Site  Characteristics 
0   Access 

+  3%  Location 

•t-20%  Renewal  Benefits 

Parcel  Value  90%  x  $1.50  -  $1-35  per  square  foot  of  rentable  area 

Permissable  FAR  6 

Net  Rentable  FAR  (assume  80%)  k .8 

Net  FAR  X  value  per  sq.  ft.  of  rentable  area  k.8   x  $1.35  -  $  6.^+8 

say  -  $  6.50 
Parcel  Size                 17,300  square  feet 
Parcel  Price                 17,300  x  $6.50  $112,^50 
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Appraisal  B  -  Total  Clearance 

The  adjustments  thought  applicable  for  renewal  factors,  as  related  to 
Parcel  1^,  are  presented  in  the  table  opposite.  The  rationale  behind 
the  first,  second  and  last  adjustments  is  idential  with  that  des- 
cribed in  the  general  office  appraisal. 

The  market  impact  factor  is  placed  at  minus  10%.  This  adjustment  has 
been  established  in  recognition  of  the  fact  that  inherent  in  the 
development  of  general  office  space  in  Government  Center  is  a  reduc- 
tion in  demand  for  older  existing  space  presently  enjoying  comparatively 
prime  use  in  central  Boston.  As  new  office  space  comes  on  the  market, 
a  portion  of  this  existing  space  will  find  its  situation  altered  and 
will  therefore  become  competitive  with  Parcel  ]k.     While  a  lesser 
adjustment  than  that  applied  across  the  board  in  the  general  office 
appraisals  is  thought  justified,  the  market  impact  factor  is  still 
judged  to  be  of  serious  consequence  and  therefore  the  negative  adjust- 
ment as  stated. 

No  adjustment  has  been  made  for  the  categories  "Easements  and  Special 
Construction  Problems"  and  "Access." 

A  minus  5%  adjustment  has  been  established  for  the  category  "Site 
Characteristics"  in  recognition  of  the  fact  that  the  shape  of  Parcel  14, 
as  fully  cleared,  will  reduce  the  usability  of  the  structure  which  is 
built  upon  it. 

A  plus  3%  adjustment  for  the  category  "Location"  has  been  applied  in 
recognition  of  the  high  quality  of  the  uses  which  will  neighbor 
the  parcel . 

A  reuse  value  of  $1.35  per  square  foot  of  rentable  area  is  thereby 
established.  The  subsequent  steps  leading  to  parcel  price  are  identical 
with  those  previously  described  in  the  general  office  appraisals. 
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PARCEL  15 

A.  Permitted  Uses  -   General  business  (principal  use  may  be  a  service 
establ ishment .) 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  six. 

2.  Building  coverage:   not  applicable. 

3.  Height:  minimum  of  ^5  feet,  maximum  of  75  feet  above  elevation 
3^  feet  for  portions  fronting  on  New  Chardon  and  Market  Streets. 
For  balance  of  parcel  minimum  12  feet,  maximum  75  feet  above 
elevation  3^  feet. 

k.     Setback:   none  permitted  along  full  frontage  of  New  Chardon  Street. 

5.  Building  envelope:   must  be  built  within  regulated  height  along 
all  frontages.  Subway  easements  to  be  maintained.  Construction 
shall  proceed  so  as  not  to  damage  or  interfere  with  subway  use. 

6.  Parking:   minimum  of  four  enclosed  parking  spaces  to  be  provided. 

7.  Access:   for  parking  and  loading,  from  Canal  and  Market  Streets 
only. 
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PARCEL  15 

Valuation  based  upon: 

Base  value  —  $1-50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-  3%  Specific  Architectural  Requirements  and  Problems 
-10%  Market  Impact 

-  3%  Easements  and  Special  Construction  Problems 

-  5%  Site  Characteristics 
0   Access 

-  5%  Location 

-1-20%  Renewal  Benefits 

Parcel  Value  79%  x  $1.50  =  $1,185  per  square  foot  of  rentable  area 

Permissable  FAR  6 

Net  Rentable  FAR  (assume  80%)  k.S 

Net  FAR  X  value  per  sq .  ft.  of  rentable  area  4.8  X  $1,185  "  $  5-69 

say  -  $  5.75 
Parcel  Size                 8,760  square  feet 

Parcel  Price                8,760  x  $5-75  $50,370 
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PARCEL  15 


General  renewal  controls  and  specific  architectural  requirements  and 
problems  continue  to  be  applicable  factors  and  negative  adjustments 
are  made  accordingly. 

A  minus  10%  adjustment  has  been  established  for  the  category  "Market 
Impact"  for  reasons  described  in  the  discussion  of  Parcel  \k. 

Potential  problems  inherent  in  continuing  subway  use  have  been 
recognized  by  a  minus  3%  adjustment  for  the  category  "Easements  and 
Special  Construction  Problems." 

A  minus  5%  adjustment  is  established  for  the  category  "Site  Charac- 
teristics" in  recognition  of  the  unusual  shape  of  Parcel  15  and  the 
problems  that  could  accrue  therefrom. 

While  no  adjustment  has  been  made  for  the  category  "Access"  an  adjust- 
ment of  5%  has  been  established  for  the  category  "Location"  because 
of  the  fact  that  Parcel  15  is  completely  separated  from  all  portions 
of  Government  Center,  will  not  be  benefited  by  pedestrian  flow  created 
by  other  uses  in  Government  Center  and,  therefore,  will  not  be  as 
attractive  a  location  for  general  business  uses. 

Parcel  15  does  enjoy  renewal  benefits  and  the  plus  20%  adjustment  has 
been  applied  accordingly. 

Application  of  the  renewal  adjustments  and  th«  factor  representing 
net  rentable  FAR  leads  to  a  reuse  value  of  $5 '75  per  square  foot. 
The  parcel  price  is  established  accordingly. 
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PART  V 
MOTOR-HOTEL  APPRAISAL 


SECTION  IX 
APPRAISAL  OF  MOTOR-HOTEL  REUSE 


Parcel  7  -  Its  Capacity 

As  will  be  noted  hereafter,  parcel  7  includes  83,897  square  feet,  about 
kS%  of  which  takes  the  form  of  a  long  strip  running  along  New  Congress 
Street  and  measuring  some  700  feet  by  56  feet  (the  length  is  approximate). 
The  promulgated  controls  for  parcel  7  indicate  an  FAR  of  8,  and  build- 
ing heights  of  sufficient  magnitude  to  allow  for  full  development  of  the 
FAR,  some  671,000  square  feet.  Attention  was  therefore  directed  to  the 
determination  of  that  amount  of  building  area  which  would  normally  be 
required  to  accommodate  a  400-unit  motor-hotel,  as  described  above,  in- 
cluding the  stated  enclosed  parking  requirement  of  .75  car  stalls  per 
unit.  From  experienced  architectural  sources  and  available  statistics 
as  to  modern  transient  facilities  of  the  nature  pictured  for  Government 
Center,  it  was  determined  that  required  building  area  could  be  figured 
at  500  square  feet  per  unit,  including  hallways,  public  areas,  etc.,  and 
at  375  square  feet  per  car  stall.   It  was  calculated  that  the  Government 
Center  Motor  Hotel  could  be  accommodated  in  about  350,000  square  feet, 
thus  leaving  some  321,000  square  feet  of  building  area  available  for  the 
use  alternate,  office  space. 

In  determining  the  reuse  value  for  parcel  7  indicated  by  the  residual 
technique,  it  has  therefore  been  assumed  that  56%  of  the  subject  parcel 
(350,000  to  671.000)  is  attributable  to  the  motor-hotel  use  and  a  cor- 
responding kk%   attributable  to  genera  I -off  ice  use.  The  technique  used 
to  establish  land  values  for  the  general  office  portion  is  Identical  with 
that  previously  described.   The  adjustment  of  the  base  figure  of  $2.50  is 
presented  after  discussion  of  the  financial  assumptions  utilized  to 
determine  land  values  generated  by  a  400-unit  motor-hotel.   This  latter 
discussion  follows. 
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PARCEL  7 


A.  Permitted  Uses. 

The  parcel  may  be  subdivided.  For  each  subparcel ,  the  principal  use 
may  be  transient  housing  and/or  office. 

B.  Building  Requirements. 

1.  Floor  area  ratio:   not  to  exceed  8. 

2.  Building  coverage:   restrictions  not  applicable. 

3.  Height:  minimum  65  feet,  maximum  85  feet  above  elevation  3k  feet 
for  that  portion  of  the  parcel  lying  south  of  the  southerly  side- 
line of  West  Hanover  Street.  Maximum  200  feet  above  elevation  34 
feet  for  remainder  of  parcel. 

k.     Setback:   no  setback  allowed  on  either  New  Congress  Street  or 
Dock  Square. 

5.  Building  envelope:  New  Congress  Street  frontage  to  be  arcaded 
for  pedestrian  traffic.  Easements  on  grade  with  minimum  vertical 
clearance  of  14  feet  6  inches  to  be  provided  for  West  Hanover 
Street.  Subway  easements  shall  be  maintained.  Construction 
shall  proceed  so  as  not  to  damage  or  Interfere  with  subway  use. 

6.  Parking:  minimum  of  .75  enclosed  car  stalls  for  each  unit. 
Maximum  of  50  open  car  stalls.   No  open  parking  permitted  along 
New  Congress  or  New  Sudbury  Street  frontage.  Automobile  servic- 
ing permitted  if  conducted  entirely  within  an  enclosed  structure. 

7.  Access:   for  parking  and  loading,  from  West  Hanover  and  Union 
Streets  only. 
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UNO  RESIDUAL  ANALYSIS  -  MOTOR-HOTEL 


In  the  following  analysis,  it  is  assumed  that  the  Parcel  7  motor-hotel  will 
be  constructed  by  the  owner  for  net  lease  to  an  operator  according  to 
terms  that  have  proven  acceptable  to  experienced  operators  in  similar 
situations.  This  technique  assumes  the  experience  and  knowledge  of  the 
operator  and  therefore  requires  no  detailed  analysis  of  the  internal 
operating  problems  and  costs  of  the  transient  housing  industry.  The 
assumptions  inherent  in  the  development  of  this  technique  are  as  follows: 

Average  Room  Rate.  Review  of  present  rent  levels  in  Boston  transient 
facilities  indicates  a  range  from  as  low  as  $3  to  as  high  as  $16  for  single 
occupancy.  A  room  with  twin  beds  commands  a  price  of  as  high  as  $25  for 
at  least  one  Boston  hotel.  The  mix,  of  course,  varies.   It  was  thought 
reasonable  to  assume  an  average  overnight  charge  of  $15  P^r   unit.  Multi- 
plying ^00  X  15  X  365  days  in  a  year  leads  to  a  maximum  gross  Income  from 
room  sales . 

Occupancy  Levels.  Horwath  and  Horwath,  certified  public  accountants  ex- 
perienced in  the  transient  facility  industry,  report  that,  in  1961,  national 
hotel  occupancy  levels  were  at  61%,  down  from  the  64%  level  reflected  in 
the  previous  two  years.   New  York  City  and  Washington,  D.  C,  both  achieved 
78%  levels  while  Chicago  and  Philadelphia  were  at  about  65%  and  Cleveland 
at  55%.  No  figures  were  available  for  Boston  from  this  or  other  sources. 
For  present  purposes,  it  has  been  assumed  that  a  well-designed  motor-hotel 
in  Government  Center  could  achieve  an  occupancy  level  of  75%« 

Other  Income.   In  addition  to  room  rents,  transient  facilities  draw  income 
from  such  sources  as  the  sale  of  food  and  beverages,  telephone  service, 
laundry  and  valet  service,  rent  from  retail  space,  etc.  Assuming  a  facility 
that  is  attractive  and  to  some  extent  oriented  to  convention  business  and 
consequent  food  and  beverage  sales,  experience  indicates  that  gross  income 
from  these  combined  sources   represents  about  110%  of  room  sales;  and  our 
analysis  proceeded  accordingly. 

Net  Lease  Terms .   Various  sources  have  indicated  net  lease  terms  to  opera- 
tors of  as  high  as  30%  room,  12%  liquor,  and  5%  food.   But  these  figures 
represent  an  outside  maximum  and  are   not  thought  to  be  applicable  under 
present  circumstances  of  operating  costs  and  service  demands.   It  has  been 
assumed  that  net  lease  terms  of  24%  of  room  rents  and  6%  of  food  and 
beverages,  et  al.,  can  be  achieved  in  a  prestige  downtown  location  and 
income  flow  to  land  has  been  determined  against  these  percentages. 

Deprec  iat  ion.   Interviews  with  Internal  Revenue  Bureau  representatives 
indicate  general  acceptance  of  a  40-year  use  life  for  transient  facilities, 
and  therefore  a  depreciation  factor  of  2.5%  has  been  utilized  in  our 
analys  is . 
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PRO  FORMA  LAND  RESIDUAL  STATEMENT 


GOVERNMENT  CENTER  MOTOR-HOTEL  REUSE 


400  Units  at  $15  x  365  $2,190,000 

Occupancy  at  75%  $1,6^2,500 

Food,  Beverages,  Valet,  etc.,  110%  $1,806,750 

2k%   Room  Rents  $  394,200 

6%  Food  and  Beverages,  etc.  108.405 

Total  Rent  $  502,605 

Less  Depreciation  at  Zjl  130.000 

Land  Residual  $  372,605 

Capitalize  at  6%  $6,210,083 

Less  Capital  Cost  ($13,000  per  unit)  5.200.000 

Developed  Land  Value  $1,010,083 

Per  Unit  $2,525, 

Per  Square  Foot  (101.5  square  feet 

per  unit)  $24.87 


(106) 


Capital  Costs.   Recent  experience  indicates  that  a  motor-hotel  of  the 
type  and  quality  pictured  for  Government  Center  can  be  constructed  for  a 
cost  of  $10,000  per  unit.   This  represents  a  minimum  cost  factor,  however, 
and  does  not  include  an  allowance  for  enclosed  parking  as  required  in  the 
present  situation.   Tal<ing  into  account  the  pariting  requirement  imposed 
by  the  controls  for  Parcel  7  and  the  likelihood  that  per-unit  cost  will  be 
somewhat  higher  than  the  minimum  noted  above,  capital  costs  have  been 
estimated  at  $13,000  per  unit.   Total  capital  costs  for  construction  are 
therefore  determined  to  be  $5,200,000. 

Square  Feet  of  Land  Required  Per  Unit.   As  indicated  in  previous  discus- 
sion, it  has  been  assumed  that  56%  of  Parcel  7  will  be  attributable  to 
motor-liotel  use  which  figure,  when  divided  by  400,  yields  a  factor  of  101,5 
square  feet  per  unit.  This  factor  is  utilized  in  the  latter  portion  of 
our  analysis. 

On  the  table  opposite,  the  assumptions  described  above  are  presented  in 
arithmetic  form  as  follows:   Total  room  rent  is  first  determined  and  then 
reduced  by  the  75%  occupancy  factor.   Thereafter,  income  from  other  sources 
is  calculated  and  the  percentage  lease  terms  applied  to  the  two  resulting 
income  figures.   Depreciation  is  then  subtracted  from  the  estimated  gross 
income  leaving  a  residual  to  Isrnd  which  is  capitalized  at  6%.   Capital 
costs  are  subtracted  from  this  total  and  the  result  divided  by  400,  leading 
to  a  land  residual  per  unit  of  $2,525.  This  latter  figure  is  then  divided 
by  the  101.5  square  feet  of  land  area  attributable  to  each  unit  leading  to 
a  developed  land  value  per  square  foot  of  $2^.87. 

Again,  as  has  been  previously  discussed,  developed  value  must  be  adjusted 
to  reflect  the  fact  that  the  redeveloper  will  be  purchasing  land  and  not 
an  operating  enterprise.  Since  his  profit  lies  in  the  Increased  value  of 
the  land  after  development,  he  will  not  normally  pay  100%  of  developed 
value.   Before  establishing  that  percentage  apparently  applicable  to  the 
present  situation,  discussion  of  actual  experience  as  indicated  by  Boston 
area  comparables  is  first  presented. 

Recent  Transient  Industry  Market  Transactions 

Review  of  activity  in  the  transient  facility  industry  in  the  Boston  area 
uncovered  four  central  area  projects,  including  the  Charterhouse  Motel  just 
across  the  river  in  Cambridge,  the  Fenway  Motor  Hotel,  the  Fenway  Common- 
wealth Motor  Hotel,  and  the  Hotel  Corporation  of  America  convention  hotel 
in  Prudential  Center.   There  are,  of  course,  a  number  of  instances  of  sub- 
urban transient  facility  development;  but  their  distance  from  the  central 
portions  of  Boston  and  their  comparative  lack  of  convention  facilities 
suggested  their  elimination  as  possible  comparables  for  Parcel  k   develop- 
ment.  It  has  been  previously  noted  that  the  Prudential  Center  development 
is  extremely  varied  and  complex;  and,  therefore,  it  was  not  felt  to  be  a 
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MOTOR-HOTEL  COMPARABLES 


Parcel 
Size 

Indicated 
Price 

Number 
of  Units 

Price 
Per  Sq.Ft. 

Price 
Per  Unit 

(Sq.  Ft.) 

Fenway 

Commonwea 1 1  h 

32,683 

$343,000 

150 

$10.50 

$2,287 

Fenway  Motei 

59,3^ 

$135,000 

94 

$  2.27 

$1,436 

Cliarterhouse 

33,922 

$200,000 

200 

$  5.90 

$1,000 
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suitable  comparable  for  the  purposes  of  general  office  evaluation.  For 
the  same  reasons,  a  meaningful  comparable  from  the  hotel  development 
did  not  prove  to  be  available;  and  therefore  our  attention  is  directed 
to  the  two  Fenway  units  and  the  Charterhouse.  A  fifth  possible  comparable, 
the  Midtown  iotor  inn,  was  eliminated  since  no  indication  of  value 
accompanied  its  development.   The  First  Christian  Science  Church  owned 
the  land  originally  and  apparently  continues  to  have  an  interest  in  the 
land  and  improvements. 

As  described  in  a  promot  ional  brochure  prepared  by  the  Fenway  Organization, 
the  Fenway  Motor  Hotel  is  located  at  1271  Boylston  Street,  adjacent  to 
Fenway  Park.   It  includes  9'f  units  and  has  meeting  rooms  of  sufficient 
size  to  accommodate  groups  of  up  to  50  people.   It  does  not  include  a 
restaurant  but  rather  offers  the  services  of  a  coffee  shop  for  breakfast, 
lunch,  and  dinner.   The  Fenway  Commonwealth  Motor  Hotel  is  located  at 
575  Commonwealth  Avenue  at  Kenmore  Square  and  includes  150  units.   It  has 
function  rooms  adequate  to  serve  as  many  as  200  persons  and  provides  both 
a  restaurant  and  a  cocktail  lounge.   It  is  a  six-story  structure  as  com- 
pared with  the  two  levels  of  its  companion  unit  on  Boylston  Street.   The 
Charterhouse  Motel  is  located  on  the  Cambridge  side  of  the  Charles  River 
at  the  point  where  Cambridge  Parkway  and  Commercial  Avenue  merge  before 
their  intersection  with  Monsigncr  O'Brien  Highway  at  the  Charles  River  Dam. 
It  is  apparently  to  be  operated  by  the  Hotel  Corporation  of  America  and  is 
scheduled  for  opening  in  th?.  spring  of  19^3°   In  addition  to  two  wings, 
the  structure  will  total  ten  floors  designed  to  take  full  advantage  of  the 
river  view.   Tvk>  hjndred  units  are  planned  as  well  as   dining  facilities  and 
a  cocktail  lounge,  but  the  extent  of  convention  facilities  appears  to  be 
1 imited. 

The  values  represented  by  thsse  th'ee  transactions  are   noted  on  the  table 
opposite.   In  .aach  instance,  the  iand  price  paid  for  the  parcel  in  ques- 
tion is  divided  by  the  size  of  the  parcel  to  indicate  a  price  per  square 
foot ,  but  far  more  impertantly.  ts  divided  by  the  number  of  units  to 
indicate  the  land  value  that  experienced  operators  feel  able  to  pay  for 
each  unit  in  operation.   It  may  be  noted  that  the  unit  land  price  for  the 
two  Fenway  developments  is  considerably  different,  which  difference  is 
probably  the  result  of  both  a  more  advantageous  location  in  the  "Common- 
wealth" instance  and  the  fact  that  the  Conmonweal th  unit  of  the  Fenway 
group  is  designed  to  attract  meetings  and  other  functions. 

Of  the  three  compa rabies,  the  location  of  the  Fenway  Commonwealth  is  the 
most  desirable.   It  is  immediately  adjacent  to  an  established  transient 
facility  area  whose  geographical  position  is  established  in  the  public  mind 
by  Kenmore  Square.   Boston  University  lies  immediately  to  the  west  and  MIT 
just  across  the  river.   Land  prices  in  general  are  understood  to  be  higher 
in  the  Kenmore  Square  area  than  is  the  case  on  the  south  side  of  Fenway 
Park  where  the  other  Fenway  motel  is  situated.   Both  of  the  Fenway  purchases 
occurred  within  the  past  two  or  three  years;  and,  at  least  according  to  their 
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published  brochure,  room  rates  are  equivalent.   The  $850  difference  in 
land  cost  per  unit  can  apparently  be  attributed  to  the  generally  higher 
land  values  in  the  Kenmore  Square  area  and  the  fact  that  the  Fenway  Common- 
wealth at  Kenmore  Square  has  a  full  restaurant  and  is  specifically 
designed  to  attract  business  affairs,  meetings,  etc. 

As  between  the  Charterhouse  in  Cambridge  and  the  Boylston  Street  Fenway 
unit,  a  price  differential  of  $436  per  unit  is  evident.   Both  have  some 
meeting  rooms  and  the  Charterhouse  apparently  enjoys  the  advantage  of  a 
large-scale  restaurant  facility.   While  the  immediate  environment  of 
neither  site  is  exceptionally  attractive,  it  is  probably  aK:curate  to  state 
that  the  Fenway  Motel  on  Boylston  Street  has  the  advantage  In  terms  of 
environment.   It  is  also  rooted  about  locally  that  the  location  for  the 
Charterhouse  was  formerly  vacant  except  for  a  less  than  attractive  filling 
station  and  that  "the  city  sold  It  for  a  low  figure  to  get  some  tax-pro- 
ducing improvements  on  the  property."  Therein  may  lie  the  explanation  of 
the  $435  difference  In  land  price  per  unit. 

Of  the  three  comparables,  the  Fenway  Commonwealth  is  the  closest  to  the 
Parcel  7  situation.   It  represents  a  location  in  an  established  commercial 
area  and  enjoys  the  geographical  focus  of  Kenmore  Square.   Convention 
facilities  are  available  for  up  to  200  persons  as  compared  with  the  assump- 
tion for  a  Parcel  7  development  of  convention  facilities  for  up  to  300 
persons.   It  is  an  elevator  structure  of  some  six  stories  with  the  major 
portion  of  available  parking  located  on  the  basement  and  street  levels. 
The  $2,287  land-cost  figure  per  unit  therefore  represents  an  important 
guideline  in  the  establishment  of  that  percentage  of  developed  value  that 
an  experienced  operator  will  be  willing  to  pay — some  90%  of  the  developed 
value  per  unit  indicated  by  the  motor-hotel  residual  analysis. 

For  a  number  of  reasons,  this  percentage  factor  of  developed  value  per  unit 
is  thought  to  be  too  high  for  purposes  of  the  establishment  of  a  reuse 
value  for  Parcel  7>  For  example,  the  Government  Center  situation  is  thought 
to  represent  a  greater  risk  than  that  faced  at  the  Fenway  Commonwealth 
location  for  at  least  two  reasons:   (I)   400  units  are  contemplated  as  com- 
pared with  the  150  in  the  Fenway  Commonwealth,  and  (2)   Kenmore  Square  is 
an  established  transient  industry  area  whereas  the  project  area  is  new  for 
such  a  use  and,  although  enjoying  many  apparent  advantages,  still  represents 
a  risk  not  inherent  in  the  Kenmore  Square  location.   A  motor-hotel  on 
Parcel  7  will  not  have  the  advantage  of  the  hotel  focus  already  in  existence 
at  Kenmore  Square.   Further,  because  of  its  smaller  size,  the  Fenway  Common- 
wealth will  not  be  as  subject  to  the  competitive  influence  of  the  Prudential 
Center  project  as  will  be  a  400-unlt  facility  in  Government  Center. 

For  the  above  reasons.  It  is  believed  that  the  Fenway  Commonwealth  price 
does  not  represent  a  direct  comparable  for  Government  Center,  but  rather 
appears  to  define  the  outer  land  value  limits  prior  to  actual  development. 
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Since  review  of  available  comparables  tends  to  support  the  land  residual 
analysis,  attention  is  directed  to  estimation  of  that  portion  of  developed 
value  per  unit  that  represents  base  value  against  which  renewal  factors 
may  be  applied.  As  noted,  the  Fenway  Commonwealth  price  represents  90% 
of  pro  forma  developed  value  which  percentage  is  felt  to  be  an  outside 
limit  for  valuation  purposes.  On  the  other  hand,  transient  facility  loca- 
tions are   most  difficult  to  find  in  central  Boston;  and  some  premium 
attaches  to  Parcel  7  for  this  reason  alone.   For  appraisal  purposes,  a 
range  of  60%  to  70%  is  considered  applicable  and  a  middle  point  of  $1,700 
per  unit  is  established  as  the  base  value  against  which  the  renewal  factors 
should  be  appl  led. 
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PARCEL  7 
MOTOR-HOTEL  PORTION 

Valuation  based  upon: 

Base  value  —  $1,700  per  transient  unit  for  land  attributable  to 
motor-hotel  use. 

Adjustments  from  100%: 

-13%  General  Renewal  Controls 

-  5%  Specific  Architectural  Requirements  and  Problems 
-15%  Market  Impact 

-  5%  Easements  and  Special  Construction  Problems 

-  5%  Site  Characteristics 
+  5%  Access 

+  5%  Locat  ion 

-<-20%  Renewal  Benefits 

Parcel  Value  85%  x  $1,700  =  $I,M*5  per  transient  unit 

Parcel  Size  87,605  square  feet 

Portion  of  Parcel  Attributable  to  Motor-Hotel  Use  40,606  square  feet 

Number  of  Square  Feet  Per  Unit  (40,606  t  400)  <-  101.5  square  feet 

Reuse  Value  Per  Square  Foot  ($l,'+45  t  101.5)  $14.24 

say,  $14.25 

Parcel  Price  (Motor-Hotel  Portion)  40,606  x  $14.25  $578,636 


(no) 


PARCEL  7  -  HOTOR-HOTEL  PORTION 

Following  the  procedure  previously  established  for  the  adjustment  of  base 
land  value  to  reuse  value,  the  $1,700  base  value  per  unit  for  the  motor 
hotel  portion  of  Parcel  7  has  been  adjusted  as  described  hereafter. 

The  adjustment  for  general  renewal  controls  remains  as  previously  noted, 
minus  15%* 

In  addition  to  the  costs  of  architectural  competition,  the  dual  use  of  par- 
cel 7  for  both  a  motor  hotel  and  office  space,  represents  an  atypical  arch- 
itectural problem  that  is  felt  to  require  an  adjustment  greater  than  that 
applicable  to  the  office  parcels  previously  described.  This  adjustment  has 
been  established  as  minus  5%. 

Recognizing  that  no  other  motor  hotel  facility  will  be  developed  within  the 
project  area,  it  is  felt  that  the  category,  "Market  Impact"  still  calls  for 
an  adjustment  because  of  the  competition  to  be  offered  by  the  1,100  room 
Hotel  Corporation  of  America  project  In  Prudential  Center  and  other  major 
motel  activity  known  to  be  taking  place  in  the  Boston  environs.  An  adjust- 
ment of  minus  15%  has  therefore  been  established  for  the  category.  Market 
Impact. 

The  subway  easements  and  pedestrian  arcade  requirements  noted  in  the  controls 
have  been  taken  into  account  by  a  minus  5%  adjustment  under  the  category 
"Easements  and  Special  Construction  Problems." 

The  unusual  parcel  shape  is  considered  to  be  a  detriment  to  the  extent  of 
minus  5%  and  this  reduction  has  been  taken  under  the  category,  "Site  Char- 
acteristics." 

The  categories  access  and  location  are  both  considered  favorable  for  motor 
hotel  development  and  as  such  are  reflected  in  a  plus  5%  adjustment  in  each 
instance. 

Renewal  benefits  are  again  a  plus  20%  adjustment. 
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PARCEL  7 
OFFICE  PORTION 

Valuation  based  upon: 

Base  value  --  $2.50  per  square  foot 
Adjustments  from  100% 

-15%  General  Renewal  Controls 

-10%  Specific  Architectural  Requirements  and  problems 

-15%  Market  Impact 

-  5%  Easements  and  Special  Construction  Problems 

-20%  Site  Characteristics 
0   Access 

-10%  Location 

-I- 20%  Renewal  Benefits 

Parcel  Value  '♦5%  x  $2.50  -  $I.'25  per  square  foot  of  rentable  area 

Permissable  FAR  8 

Net  Rentable  FAR  (assume  80%)   6.^4 

Net  FAR  X  value  per   square  foot  of  rentable  area  6.4  x  1.125  -  $7.20 

Parcel  Size  87,605  sq.  ft. 

Portion  of  parcel  attributable  to  office  space  38,5^  sq.  ft. 

Parcel  price  (office  portion)  38,5^  x  $7.20  -  $277,531 

Parcel  price  (motor-hotel  portion)  $^78,636 

Total  Parcel  Price  $856,167 
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PARCEL  7  -  OFFICE  PORTION 

Following  the  previously  described  procedure  for  adjusting  the  base 

value  for  general  office  space  to  reuse  value,  the  table  opposite  has  been 

prepared  and  some  explanatory  comments  follow. 

A  minus  10%  adjustment  has  been  established  for  the  category  "specific 
architectural  requirements  and  problems."  For  the  reasons  noted  in  the 
motor-hotel  discussion,  the  combination  of  motor-hotel  and  office  uses 
represents  a  detriment  to  value  beyond  that  imposed  by  the  general  require- 
ments for  architectural  competition.  Since  motor-hotel  use  is  preferred 
and  subdivision  of  the  parcel  is  permitted,  it  is  likely  that  the  portions 
remaining  for  office  use  will  be  less  attractive  than  that  taken  for  the 
motor-hotel  -  therefore  the  greater  adjustment  in  this  Instance. 

The  market  impact  factor  is  the  average  for  office  space,  minus  15%. 

A  minus  3%  adjustment  has  been  established  for  the  category,  "easements 
and  special  construction  problems,"  because  of  the  subway  and  pedestrian 
arcade  requirements  noted  in  the  parcel  controls. 

The  parcel  shape  presents  particular  problems  for  office  space  development. 
It  is,  of  course,  conceiveable  that  the  office  space  development  would  take 
place  on  the  north  end  of  the  parcel,  thus  representing  a  tower  structure 
for  office  use  with  the  hotel  use  being  placed  on  the  parcel's  long  south- 
ward leg.  However,  because  of  the  assumption  as  to  convention  facilities 
and  lobby  requirements  of  the  motor-hotel.  It  is  unlikely  that  at  least  this 
portion  of  the  transient  facilities  could  be  located  on  the  narrow  portion 
of  the  parcel  because  of  the  limitations  created  by  its  56  foot  depth.   Yet 
to  place  the  office  structures  on  the  north-south  leg  would  be  to  Impose 
even  greater  design  limitations  than  would  be  imposed  on  a  motor  hotel  on  the 
same  ground.  Dependent  upon  how  the  two  uses  are  finally  integrated  on  the 
subject  parcel,  the  shape  of  the  land  in  question  could  range  from  just  ade- 
quate to  very  detrimental.   It  is  the  opinion  of  your  appraiser  that  this  par- 
cel shape  could  be  considerably  more  detrimental  to  office  use  than  to  motor 
hotel  use  and  for  this  reason  an  adjustment  of  minus  20%  has  been  established 
for  the  category,  site  characteristics. 

^k}  adjustment  has  been  taken  for  the  category  "access." 

Parcel  7  is  thought  to  be  the  poorest  location  for  office  development 
in  the  project.   It  is  separated  from  the  plaza  portion  of  the  project  by 
New  Congress  Street  and  enjoys  little  or  no  view  of  plaza  proper.   It 
receives  no  benefits  from  existing  office  and  financial  concentrations 
in  the  sense  that  such  benefits  are  enjoyed  by  parcels  8,  9,  and  10  and 
is  fairly  isolated  from  any  future  development  that  would  strengthen  its 
locational  advantages.  An  adjustment  of  minus  10%  has  therefore  been 
taken  for  the  category  "location." 
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The  mathematical  procedure  followed  on  the  latter  portion  of  the  table 
Is  similar  to  that  described  in  previous  office-use  analyses.   As  noted, 
some  kh%   of  the  total  parcel  is  assumed  to  be  attributable  to  office  space 
use  and  therefore  the  adjusted  reuse  value  as  increased  by  the  net  FAR 
is  multiplied  by  a  square  foot  area  equivalent  to  M+%  of  the  total  parcel, 
leading  to  a  parcel  price  of  $277,531  for  the  office  portion.  Total  reuse 
value  of  Parcel  7  is  estimated  at  $856,167- 
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PART  VI 
PARKING  APPRAISALS 


SECTION  X 
PRIVATE  PARKING  USE 

Parcels  3A  and  3B 

A.  Permitted  Uses. 

These  parcels  shall  be  devoted  to  surface  parking  or  open  space. 

B.  Requirements  and  Controls. 

1.    Access:  for  Parcel  3A  from  Hawkins  Street;  for  Parcel  3B  from 
Bowker  Street. 
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APPRAISALS  OF  PARCELS  3A  and  3B 

The  size  of  Parcels  3A  and  3B  are  3.600  square  feet  and  2,798  square  feet 
respectively.   Parcel  3A  is  located  on  the  north  side  of  the  existing 
Welfare  Department  Building  while  Parcel  3B  lies  immediately  between  the 
Welfare  Department  Building  and  the  Boston  Edison  structure  on  Bowker 
Street.   Neither  parcel  appears  to  have  very  great  utility  for  any 
specific  commercial  purpose;  and,  noting  the  controls,  neither  can  be 
said  to  be  capable  of  generating  sufficient  income  stream  to  make  private 
commercial  parking  worthwhile. 

The  value  of  the  parcels  as  open  space  runs  to  some  extent  to  the  benefit 
of  the  two  adjacent  structures  which  will  remain;  but  primarily,  it  runs 
to  the  city  in  the  sense  that  open  space  creates  social  values.  As  surface 
parking,  the  parcels  are  of  specific  value  only  to  the  Welfare  Department 
and  the  Boston  Edison  Company  with  some  possibility  that  Parcel  3A  could, 
in  the  future,  be  utilized  for  parking  by  tenants  of  structures  to  be 
bui It  on  Parcel  2. 

Recognizing  this  remote  possibility,  it  is  felt  that,  for  present  purposes, 
the  parking  value  of  the  parcels  runs  only  to  the  Welfare  Department  and 
the  Boston  Edison  Company.;  and,  therefore  sale  of  the  parcels  will  not 
involve  an  open  market  circumstance.   To  appraise  the  value  of  the  parcels 
would  be  to  determine  what  these  two  entities  would  be  willing  to  pay  for 
the  convenience  of  adjacent  parking,  inherently  a  problem  of  negotiation 
rather  than  appraisal. 

For  present  purposes,  It  is  assumed  that  the  parcels  have  somewhat  more 
than  a  nominal  value  if  they  are  to  be  used  for  parking;  and  this  value 
is  stated  as  a  dollar  per  square  foot  with  full  recognition  that  the  achieve- 
ment of  such  a  price  will  not  be  a  factor  of  market  influences,  but  rather  of 
the  specific  interest  of  the  Welfare  Department  and/or  the  Boston  Edison 
Company. 
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APPENDIX 


APPENDIX  A 


SALES  DATA  -  OFFICE  PARCELS 


Transaction  No.  I 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Present  Use 
Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  2 
Grantor-Grantee 

Address 

Recorded 

Price 

Area 

Present  Use 

Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  3 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Present  Use 
Cost  Per  Sq.  Ft.  of  Land 


Post  Publishing  Company  to  Meredith  S-  Grew 

125  High  Street 

8/9/57,  Book  7257,  page  8 

$^75,000 

47,500  square  feet 

Office  bui Iding 

$10.00 


Theopold  to  Massachusetts  General  Hospital 
Service 

133  Federal  Street 

8/16/56,  Book  7176,  page  135^* 

$500,000 

19,9'»7  square  feet 

Office  bui Iding 

$25.07 


Trebuhs  Realty  to  Pickaway  Corporation 

506  Boy  Is  ton  Street 

10/30/56,  Book  719^,  page  335 

$650,000 

24,750  square  feet 

Office  building 

$26.26 

A-1 


Transaction  No.  k 


Grantor-Grantee 

Address 

Recorded 

Price 

Area 

Present  Use 

Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  5 
Grantor-Grantee 

Address 

Recorded 

Price 

Area 

Present  Use 

Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  6 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Present  Use 
Cost  Per  Sq.  Ft.  of  Land 


IBM  to  A.  Keat  ing 

601-07  Boylston 

9/V58,  Book  7338,  page  273 

$200,000 

8,736  square  feet 

Off  Ice  bul  Iding 

$22.89 


Park  Square  Building  Corporation  to  Liberty 
Hutual  Insurance 

50  St.  James  Street 

12/1/48.  Book  6480.  page  423 

$362,500 

24,166  square  feet 

Office  bul  IdIng 

$15.00 


Fifty  Associates  to  541  Boylston,  Inc. 

541  Boylston 

12/17/51.  Book  6745.  page  1454 

$250,000 

8.960  square  feet 

Construction  site 

$27.90 


A-2 


Transaction  No.  7a 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 


B.  Warren  to  Boston  British  Properties 

148-50  High  Street 

6/29/62,  Book  7659,  page  43 

$92,500 

3,907  square  feet 


Transaction  ^^o.  7b 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 


G.  Barnes  to  Boston  British  Properties 

65-67  01 iver  Street 

1/31/62,  Book  7623,  page  86 

$45,000 

1 ,253  square  feet 


Transaction  No.  7c 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 


Hurvitz  Realty  to  Boston  British  Properties 

59-63  01 iver  Street 

7/5/62,  Book  766 1,  page  9 

$120,000 

2,657  square  feet 
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Transaction  No.  7d 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Transaction  No.  7e 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 


Hoag  to  G.  V.  Armstrong 
53-57  01 iver  Street 

$20,800 

2,567  square  feet 

City  of  Boston  to  Boston  British  Properties 

50  Pearl  Street 

I2/I5/6I,  Book  7612,  page  315 

$800,000 

33,378  square  feet 


Transaction  No.  7f 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 


B.  Goldblatt  to  G.  V.  Armstrong 

2-10  Hartford 

11/1/61,  Book  7601,  page  56O 

$90,000 

3, 188  square  feet 
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Transaction  No.  7q 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Transaction  No.  7h 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 


Marshal  Itnan  to  6.  V.  Armstrong 
142-146  High  Street 

$132,500 

8,222  square  feet 

L.  Salvucci  to  Boston  British  Properties 

243-45  Franlclln  Street 

6/25/62,  Book  7657,  page  325 

$82,500 

722  square  feet 


Transaction  No.  71 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 


E.  Morrill  fr  Son  to  Boston  British  Properties 

235-41  Franl<l  in 

5/31/62,  Book  7649,  page  308 

$69,000 

1 ,539  square  feet 
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Transaction  No.  8 


Grantor-Grantee 

Address 
Recorded 
Price 
Area 
Present  Use 


Pickaway  Corporation  to  New  England  Mutual 
Life  insurance 

506-32  Boylston 

II/IV58,  Book  7355,  page  183,  188 

$3,918,000 

24,750  square  feet 

Office  building  (post-dates  Sale  #3) 


Transaction  No.  9 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 
Present  Use 


Linda  Realty  Conpany  to  H.  Maher 

26-8  Pemberton  Square 

9/25/58,  Book  7343,  page  205 

$20,500 

2,300  square  feet 

Office  building  (primary  use) 


Transaction  No.  10 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 
Present  Use 


Second  Federal  Savings  &  Loan  to  T.  Oiab 

13-15  School  Street 

1/V6I,  Book  7531,  page  420 

$61,000 

3,020  square  feet 

Office  building 
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Transact  Ion  No.  1 1 
Grantor-Grantee 

Address 
Recorded 
Price 
Area 
Present  Use 


Post  Publishing  Company  to  Second  Federal 
Savings  &■   Loan 

17-21  School  Street 

6/V53,  Book  6872,  page  520 

$114,500 

2,991  square  feet 

Office  building 


Transact  Ion  No.  12 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 
Present  Use 


R.  C.  Johnson  to  L.  K.  Binda 

1 10  Tremont  Street 

1/31/58,  Book  7291,  page  klk 

$500,000 

22,7^5  square  feet 

Office  bul  Id  ing 


Transaction  No.  13 
Grantor-Grantee 

Address 
Recorded 
Price 
Area 
Present  Use 


American  Mutual  Liability  insurance  Company 
to  R.  C.  Johnson 

\kZ   Berkeley 

Not  available 

$500,000 

26,841  square  feet 

Off  ice  bui Iding 
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Transaction  No.  14 


Grantor-Grantee 

Address 

Recorded 

Price 

Area 

Present  Use 


G.  R.  Harding  to  Oliver  Building  Management 

\k]   Milk  Street 

6/19/59,  Book  7^02,  page  537 

$676,000 

24,251  square  feet 

Office  building 


Transaction  No.  15 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 
Present  Use 


P.  H.  Theopold  to  H.  Kargman 

7  Pemberton  Square 

V27/51,  Book  6689,  page  177 

$270,000 

1 1 ,536  square  feet 

Office  building 


Transaction  No.  I6a 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 
Present  Use 


Premier  Inc.  to  Louis  Puro  et  al 

573-75  Commonwealth  Avenue 

9/20/61,  Book  7589,  page  225 

$300,000 

28,572  square  feet 

Motor-hotel 
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Transaction  No.  )6b 


Grantor-Grantee 

Address 

Recorded 

Price 

Area 

Present  Use 


Robert  Sage  et  ux.  to  Louis  Puro  et  al . 

Commonwealth  Avenue 

9/20/61,  Book  7589,  page  223 

$43,000 

4,110  square  feet 

Motor-hotel 


Transaction  No.  17 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 
Present  Use 


Fenway  Park  Parking,  Inc.,  to  Louis  Puro  et  al . 

1271  Boylston  Street 

2/3/59,  Book  7373.  page  57 

$135,000 

59,346  square  feet 

Motor-hotel 


Transaction  No.  18 
Grantor-Grantee 

Address 

Recorded 
Price 
Area 
Present  Use 


Robert  C.  Nordblom  et  al .  to  Robert  C. 
Linnel  et  al . 

Intersection  of  Cambridge  Parkway  and  Com- 
mercial Avenue,  Cambridge 


$200,000 

33,922  square  feet 

Motor-hotel 
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Transact  fon  No.  19 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Present  Use 
Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  20 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Present  Use 
Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  21 
Grantor-Grantee 
Address 
Recorded 
Pr  ice 
Area 

Present  Use 
Cost  Per  Sq.  Ft.  of  Land 


William  Sawyer  to  R.  C.  Johnson 

8-12  Somerset  Street 

11/7/51,  Book  6736,  page  387 

$65,000 

8,000  square  feet 

Parking  lot 

$8.12 

Q..   A.  Shaw  et  al  to  Ray  C.  Johnson 

12-14  Ashburton  Place 

1/11/56,  Book  7117,  page  511 

$56,000 

7,586  square  feet 

Parking  lot 

$7.38 

State  Street  Bank  et  al  to  Watts  Realty  Corp. 

91-107  Federal  Street 

VI 3/60 

$375,000 

16,285  square  feet 

Parking  lot 

$23.03 
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Transaction  No.  22 


Grantor-Grantee 

Address 

Recorded 

Price 

Area 

Present  Use 

Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  23 
Grantor-Grantee 

Address 

Recorded 

Price 

Area 

Present  Use 

Cost  Per  Sq.  Ft.  of  Land 

Transaction  No.  2^ 
Grantor-Grantee 
Address 
Recorded 
Price 
Area 

Present  Use 
Cost  Per  Sq.  Ft.  of  Land 


Elmwood  Investment  Company,  Adams  Realty 
Company  —  both  to  Dewey  Square  Realty  Co. 

1^3-57  Summer  Street 

2/2/59,  Book  7372,  pages  3^5  and  3^+8 

$67,500  (total  of  two  transactions) 

5,324  square  feet 

Parking  lot 

$12.68 

Animal  Rescue  League  of  Boston  to  Ray  C. 
Johnson 

^  Broadway 

5/2/57,  Book  7231.  page  572 

$45,000 

9,029  square  feet 

Parking  lot 

$16.06 

A.  T.  Wasserman  et  al  to  S.  P.  Coffman 

245-75  Washington  Street 

3/19/58,  Book  7299,  page  118 

$115,000 

23,047  square  feet 

Parking  lot 

$4.99 
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Transaction  No.  25 
Grantor-Grantee 
Address 
Recorded 

Prfce 

Area 

Present  Use 

Cost  Per  Sq.  Ft.  of  Land 


Jacob  Sklar  to  William  J.  Fitzgerald 

2^-28  Dock  Square  at  Congress  Street 

3/5/57,  Book  7219,  page  538 
5/1/57,  Book  7231,  page  238 

$6^,000  (total) 

15, ^+30  square  feet 

Parking  lot 

$4.15 
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APPENDIX  B 


SECTION  kOk:      GENERAL  STANDARDS  FOR  REHABILITATION 

A .  Purpose 

The  purpose  of  these  standards  is  to  assure  that  the  following 
objectives  are  achieved: 

1.  That  the  property  be  rehabilitated  to  its  highest  and  best 
use  consistent  with  its  location. 

2.  That  the  interior  of  the  building  will  be  modern  and  useful, 
will  attract  desirable  tenants,  and  that  all  work  and  faci- 
lities shall  comply  to  the  City  of  Boston  Building  Code,  and 
Regulat  ions . 

3.  That  the  exterior  of  the  building  will  reflect  such  historic 
and  architectural  values  as  are  appropriate  to  the  building 
and  its  environment. 

B .  Consideration  of  Development  Proposals 

There  is  no  intent  to  use  the  controls  and  restrictions  which  follow 
to  limit  or  discourage  unduly  and  imaginative  and  sensitive  plan  of 
alterations  adequately  satisfying  the  objectives  of  the  Urban  Renewal 
Plan.   (See  Chapter  II,  Section  205).   Development  proposals  consis- 
tentwith  the  objectivesof  these  controls  and  restrictions  will  be 
acceptable  if  adequately  documented  with  complete  architectural 
renderings  of  all  aspects  of  the  building,  outline  specifications 
for  all  new  construction,  drawings  of  typical  external  details, 
analyses  showing  the  relationship  between  proposals  and  the  various 
historical  epochs  of  the  building,  and  material  giving  assurances 
as  to  the  nature  and  terms  of  years  of  building  occupancies  and  uses 
proposed.   Development  proposals  will  be  reviewed  by  the  Boston  Re- 
development Authority,  with  the  aid  of  competent  historical  advice, 
against  the  criteria  in  this  section  of  the  Urban  Renewal  Plan  as 
well  as  such  criteria  as  may  be  derived  from  additional  background 
architectural  and  historical  documentation  available  to  the  Authority. 

C.  Permitted  Uses 

The  parcels  shall  be  devoted  to  general  business  or  general  office 
uses.   Establishments  having  a  relation  to  the  historical  and  archi- 
tectural traditions  of  the  area  will  be  given  preference. 
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D.  Interior  Retnodel  ing  and  Spatial  Arrangement 

The  interior  floors,  walls,  ceilings,  doors  and  door  frames,  win- 
downframes,  stairs  and  other  interior  details  shall  be  rearranged 
as  required  and  rehabilitated  to  a  safe  and  useable  condition, 
suitable  and  desirable  for  the  use  intended. 

E.  Structural  Standards 

The  foundations,  exterior  and  interior  bearing  walls,  party  and/or 
fire  walls,  columns,  floor  and  roof  framing  members  shall  be  reha- 
bilitated as  necessary  so  as  to  be  structurally  sound  and  fulfill 
the  structural  requirements  for  the  permitted  uses. 

F .  Mechanical  Equipment  and  Facilities 

All  mechanical  and  sanitary  equipment  and  facilities,  Including  but 
not  necessarily  restricted  to  lighting  and  electrical  service, 
heating,  venting  and  air-conditioning,  plumbing,  toilets  and  eleva- 
tors, shall  be  rehabilitated  to  a  safe  and  useable  condition,  unless 
existing  equipment  and  facilities  are  of  such  condition  that  they  are 
not  repairable,  in  which  instance  they  shall  be  replaced  or  installed 
as  appropriate. 

G.  Protection  from  Elements 

1.  The  roof,  walls,  foundations,  gutters,  drains,  and  details 
around  all  wall  openings  shall  be  rehabilitated  as  appropriate 
so  that  all  interior  spaces  will  be  free  of  leaks  and  dampness. 

2.  Contemporary  flashing  and  damp-proofing  shall  be  installed  at  all 
critical  points  for  the  protection  of  exterior  walls  and  roofs; 

and 

3.  Weather  proofing  shall  be  accomplished  in  a  manner  consistent 
with  the  architectural  and  historical  motif  of  the  structure. 

H.  Exterior  Facades  and  Roofs 

1.  All  appropriate  facades  of  the  building  shall  be  cleaned  by 
steam,  water  or  other  appropriate  method  and  shall  be  rehabili- 
tated or  brought  up  to  a  standard  acceptable  to  the  Boston  Redevelop- 
ment Authority  which  is  compatible  with  the  architecture  of  the 
Government  Center  area. 

2.  In  general,  exterior  facades  are  to  be  rehabilitated  in  a  manner 
consistent  with  the  architectural  tradition  and  stylistic  motif 
of  the  area  without  detracting  from  the  contemporary  and  future 
usefullness  and  soundness  of  the  building.   Whereas  the  existing 
building  may  represent  the  accretions  of  several  different  occu- 
pancies and  cultural  epochs,  the  altered  design  should  choose 
and  articulate  some  consistent  architectural  interpretation  of 
the  building's  past,  present  and  future  functions  and  conditions; 
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3.   No  air-conditioning,  ventilating  or  other  mechanical  or  electrical 
equipment,  except  lighting  fixtures  may  project  beyond  the  masonry 
face  of  exterior  walls  except  by  specific  approval  of  the  Boston 
Redevelopment  Authority; 

k.     All  non-functioning  or  non-useable  mechanical  equipment  (and 

housings  for  same),  vents,  flues  and  chimney  shall  be  demolished 
and  removed.  The  only  new  structure  above  the  present  roof  to 
be  permitted  will  be  housings  for  mechanical  equipment  and  these 
must  be  of  a  design,  detail,  size,  material  and  workmanship  in 
harmony  with  the  liistorical  and  or  contemporary  motifs  of  the 
bui Iding; 

5.  The  height  of  the  building  shall  remain  the  same  as  at  the 
approval  of  the  plan.  All  roofs  and  roof  structures  visible 
from  streets,  open  spaces,  or  nearby  buildings  shall  be  repaired 
or  replaced  with  matching  design  and  materials  and/or  finish 
appropriate  to  the  architectural  history  and  stylistic  motif  of 
the  structure; 

6.  No  fire  escapes  shall  be  permitted  on  the  facades  fronting 
Government  Center  Plaza.  State  Street,  Court  Street  or  Faneuil 
Hall  Square. 

I  .   Signs  and  Advertising 

1.  No  flashing  electrical  signs  may  be  used;  and 

2.  In  general,  all  other  controls  and  restrict  ions  of  the  Urban 
Renewal  Plan  pertaining  to  fixed  signs  and  advertising  apply  to 
these  buildings.   Exceptions  for  special  heraldic  devices  and 
symbols,  hanging  signs,  or  mechanical  signs  may  be  submitted  to 
and  approved  by  the  Boston  Redevelopment  Authority  if  these  can 
be  shown  to  relate  to  the  historical  traditions  of  which  the 
building  is  a  symbol.   Fixed  signs,  advertising,  and  heraldic 
devices  shall  be  approved  on  the  basis  of  the  entire  facade 
structures,  rather  than  for  individual  occupancies. 

J .   Storage  Requirements 

No  open  air  storage,  temporary  or  permanent,  of  materials  for  use  in 
or  refuse  from  buildings  considered  for  rehabilitation  shall  be  per- 
mitted on  Government  Center  Plaza  or  Faneuil  Hall  Square  frontages. 

K.  Parking 

No  open  parking  will  be  permitted. 
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SECTION  405:   SPECIFIC  STANDARDS  AND  PROCEDURES  FOR  REHABILITATION 

In  addition  to  the  General  Standards  for  Rehabilitation  set  forth 
above  under  Section  kOk,    the  following  standards  and  procedures  are 
applicable  to  specific  buildings. 

A.  Block  141,  Parcels  1,  k   and  5  (The  Sears  Building) 

The  Sears  Building  is  proposed  for  rehabilitation  in  order  to 
preserve  it  as  an  historic  and  architectural  landmark.  However, 
if  after  a  period  of  9  months  from  the  approval  of  the  Plan  by 
the  City  Council,  a  feasible  proposal  for  the  rehabilitation  of 
this  property  in  accordance  with  such  standards  has  not  been 
approved  by  the  Authority,  or  if,  after  a  period  of  15  months 
from  said  approval  date  a  disposition  agreement  providing  for 
such  rehabilitation  has  not  been  executed,  the  property  will  be 
cleared  and  made  available  for  uses  as  provided  for  Parcel  10 
under  Section  302(B)  hereof. 

1 .  Interior  Ryodeling  and  Spatial  Arrangement 

Interior  par^itTons,  corridors,  and  vertical  circulation 
elements  shlif^t'  be  re-arranged  as  required  to  suite  the  uses 
intended,  except  that  the  internal  subdivision  of  space  shall 
in  no  way  destroy  the  external  effect  of  a  small-scale  rhythm 
of  wall  openings.  Subdivision  of  the  ground  floor  shall  pre- 
serve the  potential  for  a  number  of  tenants  and  entrances  on 
that  level . 

2.  Structural  Standards 

Such  structural  improvements  shall  not  be  allowed  to  alter  the 
intrinsic  architectural  qualities  of  the  northern  facade  facing 
Government  Center  Plaza;  Columns  and  structural  mull  ions  on  the 
ground  floor  northern  facade  should  be  clarified  as  a  system 
in  such  a  way  as  to  improve  the  small-scale  rhythm.  This  work 
shall  take  care  to  relate  the  rehabilitated  appearance  of 
structural  members  to  the  traditions  of  the  building,  recog- 
nizing that  the  existing  system  before  rehabilitation  is  an 
accumulation  of  several  architectural  epochs. 

3 .  Exterior  Facades  and  Roof 

a.  All  exterior  walls  shall  be  of  materials  consistent  with 
the  architectural  traditions  and  stylistic  motif  of  the 
building.   If  the  rear  facade  (southern)  Is  to  be  left 
exposed,  it  shall  be  rehabilitated  in  a  condition  of 
similar  quality  to  that  predominating  on  the  northern 
facade; 
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b.  All  architectural  details  and  wall-opening  frames  associated 
with  exterior  windows,  doors,  other  wall  openings,  cornices, 
parapets,  chimneys,  dormers,  stoops,  rails,  and  balconies 
shall  be  rehabilitated  consistently  throughout  the  building 
in  respect  to  the  use  of  similar  materials  and  styles,  and 
this  rehabilitation  shall  relate  to  the  architectural  tradi- 
tions and  stylistic  motif  of  the  structure.  Any  alteration 
in  the  location  and  sizes  of  exterior  wall  openings  shall 

be  made  with  a  careful  effort  to  preserve  the  traditional 
scale  and  rhythms  of  the  facade; 

c.  Rehabilitated  infillings  of  all  wall  openings,  including 
window  sash  and  lights,  doors,  and  other  details  shall  be 
consistent  materials  and  style  throughout  the  upper  floors, 
designed  to  suit  the  intended  uses  of  these  floors,  designed 
sensitively  relate  to  the  historical  motif.  Window  sash  and 
lights,  doors,  and  other  infillings  of  wall  openings  on  the 
ground-floor  shall  relate  to  the  different  occupancies,  but 
the  organization  of  the  whole  length  of  the  ground-floor 
facade  shall  meet  an  approved  standard  of  harmony  in  respect 
to  materials,  colors,  detail,  scale  and  style  of  elements; 

d.  If  the  rear  (southern)  facade  of  the  building  is  left  exposed 
to  view,  existing  structures  for  required  egress  shall  be 
replaced  with  fire  escapes  or  fire  towers  of  materials  har- 
moniously related  to  the  dominant  materials  and  stylistic 
character  of  the  building,  thus  rendering  the  rear  facade 
attractive  from  all  points  of  view; 

e.  None  of  these  controls  and  restrictions  shall  be  construed 
as  permitting  such  complete  refurbishing  of  exterior  facades 
as  to  bely  the  age  and  traditions  of  the  building.  Any  work 
of  cleaning,  re-pointing  of  masonry,  painting,  or  introduction 
of  materials  should  tal<e  care  to  express  the  fact  of  the 
building's  age  and  historical  associations. 

k.      Storage  Requirements 

No  open  air  storage,  temporary  or  permanent,  of  materials  for  use 
in  or  refuse  from  Parcel  10  shall  be  permitted  on  Franklin  Avenue 
or  Franklin  Avenue  frontage. 

Block  98,  Parcels  1.5.  and  6 

These  parcels  are  proposed  for  rehabilitation  in  accordance  with  stand- 
ards set  forth  in  Section  kOk   hereof,  in  order  to  provide  an  environ- 
ment appropriate  to  their  setting  as  a  link  between  Faneuil  Hall  Square 
and  the  Government  Center  Plaza.   However,  if  within  6  months  after 
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approval  of  the  Plan  by  the  City  Council,  any  owner  of  any  of  the 
said  parcels  does  not  present  a  feasible  proposal  for  the  rehabili- 
tation of  his  property  which  is  approved  by  the  Authority;  or  if  within 
three  months  thereafter,  an  agreement  is  not  executed  providing  for 
such  rehabilitation;  or  the  rehabilitation  does  not  proceed  in  accor- 
dance with  such  agreement  and  within  the  time  periods  specif  iced 
therefor  in  the  agreement,  then  the  property  will  be  acquired  by  the 
Authority.  Upon  such  acquisition,  the  Authority  will  seek  to  dispose 
of  it  to  an  owner  willing  to  undertake  such  rehabilitation.   However, 
if  within  6  months  of  such  acquisition  by  the  Authority,  a  feasible 
proposal  for  such  rehabilitation  is  not  presented  to  and  approved  by 
the  Authority,  or  if  within  3  months  thereafter,  a  disposition 
agreement  providing  for  such  rehabilitation  is  not  executed,  the 
parcel  will  be  cleared  by  the  Authority  and  made  available  for  uses 
as  provided  for  Parcel  l4  under  Section  302(B)  hereof. 
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